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,  DEDICATION  TO  FLEET  STREET  \ 

We  come  from  the  mansion,  the  barracks,  or  flat. 

To  sell  or  fill  poster  or  page, 
And  no  one  can  call  its  exceedingly  fat 

Or  envy  our  average  age  ; 
But  hard  on  the  track  of  our  paper  ideals 
We  hustle  along  on  irregular  meals. 
While  even  the  shabbiest  waistcoat  conceals 

The  heart  of  a  generous  man, 
A  kind,  polite  Ishmael  who  honestly  steals 

All  trade  from  Beersheba  to  Dan, 

But  choosing,  abusing,  and  using  of  space 

Is  not  a  mere  battle  of  wits, 
For  sooner  or  later  each  comes  to  the  place 

Where  Merit  as  Magistrate  sits. 
So  though  in  a  Fleet  Street  half-cynical  way 
We  smile  at  the  things  which  the  Sky-Pilots  say. 
One  truth  we  have  learned  quite  as  clearly  as  they 

{It  staggered  the  "  quack  "  and  the  "  crook  "), 
That  honest  "  ads  "  only  continue  to  pay — 

Else  had  we  not  written  this  book. 

E.  S.  H. 
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PREFACE 

THE  best  preface  I  can  pen  to  this  book  is  my 
hearty  endorsement  of  its  contents. 

The  authors  are  men  who  are  not  only 
competent  to  write  upon  the  subject  with  which 
they  deal  but  have  also  a  wide  experience  of  life  in 
its  many  other  phases.  Although  they  require  no 
introduction  in  advertising  circles,  the  following 
remarks  may  interest  the  general  reader. 

Mr.  E.  S.  Hole  has  had  a  peculiarly  varied  career. 
Still  a  very  young  man,  he  represents  the  type  of 
modern  business  idealist,  and  his  experience  of  life 
has  been  gained  in  mill,  factory,  army,  office,  and 
abroad.  He  first  attracted  notice  in  advertising 
circles  by  a  persistent  series  of  "  form  letters  "  which 
he  sent  out  as  advertisement  manager  of  the  Review 
of  Reviews,  and  thereby  effected  a  striking  develop- 
ment in  that  medium.  He  became  the  intimate 
confidant  of  the  late  W.  T.  Stead  and  I  know  well 
how  deep  was  their  affection.  The  close  sympathy 
between  these  two  men  has  been  well  described  by 
Mr.  Henry  Stead,  the  eldest  surviving  son  of  the 
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great  journalist.  In  an  editorial  in  the  Australian 
Review  of  Reviews,  referring  to  an  article  by  Mr.  Hole 
which  appeared  in  the  same  number,  he  wrote : 
"  I  include  in  this  issue  a  brief  tribute  to  the  memory 
of  my  father  by  one  who  was  far  more  in  touch  with 
him  and  his  ideals,  and,  indeed,  himself  far  more 
like  him,  than  any  of  those  who  gathered  aroimd 
him.  I  have  read  no  article  upon  my  father  which 
so  accurately  portrays  him  as  he  really  was.  If 
anything,  it  is  almost  too  startlingly  true  to  life, 
and  can  only  be  read  with  the  deepest  emotion  by 
those  who  knew  him  at  all  well." 

This  is  an  estimate  of  Mr.  Hole  which  I  can  the  more 
heartily  endorse  as  he  is  now  a  colleague  of  my  own.  In 
originality,  ability,  tolerance,  and  indefatigable  energy, 
he  strongly  resembles  his  late  chief.  I  think  his  sanity 
and  clearness  of  vision  are  well  reflected  in  this  book. 

Mr.  John  Hart  is  an  outstanding  personality  in 
the  world  of  advertising,  and  his  tall  figure  and 
genial  countenance  are  conspicuous  wherever  adver- 
tising men  forgather  for  serious  business  or  discussion. 
He  was  educated  abroad,  has  an  intimate  knowledge 
of  the  conditions  which  prevail  in  many  markets, 
and  combines  his  great  ability  as  a  born  advertising 
man  with  a  wide  and  varied  experience  of  marketing 
and  finance. 
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He  rendered  yeoman  service  in  the  advertisement 
department  of  the  Times,  and  subsequently  estab- 
lished a  business  as  an  advertising  service  agent  in 
Paris,  which  he  conducted  personally  for  three  years, 
there  gaining  further  valuable  experience  in  con- 
nexion with  international  advertising  and  selling.  He 
returned  to  London  to  take  over  the  control  of  the 
advertisement  department  of  the  popular  weekly  with 
which  he  is  now  connected,  and  the  striking  success 
which  he  has  achieved  in  this  undertaking  is  a 
remarkable  proof  of  the  power  of  a  forceful  personality 
allied  with  a  sound  business  proposition. 

My  strongest  point  of  sympathy  with  Mr.  Hart 
and  Mr.  Hole  is  upon  the  rapid  purification  of 
Advertising  which  is  now  in  progress.  At  no  period 
has  this  tendency  been  so  marked  as  at  present. 

One  of  the  most  striking  manifestations  of  this 
is  the  growth  of  what  is  known  as  the  "  signed  " 
advertisement.  Far  from  having  any  desire  to 
secure  interest  by  false  or  exaggerated  statements, 
the  object  of  the  true  advertising  man  is  to  present 
the  salient  facts  in  the  most  effective  and  artistic 
manner. 

Hence  the  steadily  developing  custom  of  appending 
a  signature  to  an  advertisement  by  the  originator 
with  the  same  kind  of  justifiable  pride  as  a  journalist 
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would  sign  an  article,   an  artist  a  picture,   or  an 
author  a  book. 

I  am  in  thorough  accord  with  the  authors  regarding 
the  desirability  of  a  presentation  of  the  case  for 
advertising,  and  cannot  express  my  own  views  better 
than  in  the  following  lines  which  Mr.  Hole  gave  me 
some  months  ago  : 

Said  the  scribe,  If  men  were  wise 
None  would  need  to  advertise, 
Yea,  but  he  who  was  still  wiser 
Would  remain  an  advertiser. 

E.  OSBORNE. 

Manchester, 

March  2,  1914. 
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GENESIS 

'*  Wer  auf  die  Welt  gekommen  ist,  sie  emstlich  und 
in  den  wichtigsten  Dingen  zu  belehren^  der  kann  von 
Gluck  sagen,  wenn  er  mil  heiler  Haul  davon  kommV — 
Schopenhauer,  "  Paranesen  und  Maximen." 

COUNT  it  among    my    good    works    that    the  The 
present  volume  now  lies  before  you.      It    is  ^^V^ 
the  outcome  of  my  suggestion,  and  an  explana-  hook 


tion  of  its  origin  will  lead  to  a  better  apprehension 
of  its  contents.  A  point  of  the  greatest  interest  to 
me  is  the  fact  that  this  book  is,  in  reality,  a  material 
manifestation  of  the  serious,  thoughtful  search  after 
truth  and  after  a  definite  code  of  general  honest 
economic  principles  which  have  long  characterised 
advertising  circles. 

It  was  in  connexion  with  the  many  earnest  debates 
at  the  various  advertising  clubs  that  the  seeds  of 
thought  which  have  germinated  into  this  volume 
were  originally  sown.     It  arose  in  this  wise. 

In  an  honest  endeavour  to  render  advertising 
more  profitable  to  the  advertiser  I  was  considering 
a  series  of  terse  talks  to  readers  of  London  Opinion 
on  the  value  to  them  of  advertised  goods.  (See 
chap,  xvii.)  It  was  absolutely  necessary  to 
destroy  the  superstition   that   the  consumer  "  paid 
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for  advertising  "  in  the  sense  that  the  cost  of  adver- 
tising was  an  addition  to  the  usual  cost  of  the  goods. 
The  fact  is  that  the  very  object  of  advertising  is  to 
show  where  goods  can  be  obtained  best  and  cheapest 
by  the  consumer.  Careful  consideration  of  various 
data  convinced  me  that  in  the  majority  of  instances 
the  burden  of  successful  advertising  was  borne  by 
the  unprogressive  manufacturer  or  merchant  who 
was  unable  to  recognise  the  advantages  of  good 
advertising,  and  a  part  of  whose  trade  was  taken 
by  the  successful  advertiser. 

Not  During  a  visit  to  Scandinavia  my  friend  Mr.  E.  S. 

alone        Hole  noticed  a  similar   contention  in  a  Norwegian 
newspaper  rate  book. 

The  origin  of  this  theory  may  be  very  old, 
but  as  Mr.  Hole  and  myself  were  convinced  that 
there  was  sound  economic  truth  in  the  conten- 
tion we  took  care  to  give  it  more  prominence 
than  it  had  ever  had  before.  At  the  "Column 
Club  "  in  Manchester  and  at  the  "  Aldwych  Club  " 
in  London  we  sustained  the  contention  in  open 
debate. 

So  keen  was  the  interest  in  the  question  that 
I  suggested  to  Mr.  Hole  that  he  and  I  should 
collaborate  in  writing  a  small  and  cheap  book  to 
develop  the  conclusions  we  had  arrived  at.  That 
suggestion  was  the  germ  from  which  this  book  has 
grown. 

A  debt  to      Before  the  collaboration  began,  Mr.  Hole,  whose 
argate    strenuousness  is  characteristic  of  his  profession,  expe- 
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rienced  one  of  those  temporary  breakdowns  which 
are  also  somewhat  characteristic  of  his  profession. 
The  result  was  an  enforced  absence  from  London, 
and  for  a  whole  fortnight  Mr.  Hole  recuperated  at 
Margate.  I  naturally  assumed  that  our  collaboration 
would  be  postponed  for  some  weeks,  but  /  had  not 
foreseen  the  effects  of  the  Margate  air. 

Inactivity,  especially  for  a  whole  fortnight,  was 
a  state  to  which  little  short  of  cholera  could  sub- 
due the  active  mind  of  my  young  friend,  and  so, 
as  soon  as  he  had  partially  recovered  his  usual 
mental  buoyancy,  he  proceeded  to  learn  to  play  golf 
and  to  meditate  much. 

It  was  then  that  my  original  more  limited  suggestion  The 
expanded  into  the  wider  survey  contained  in  the  ^^^J^^^^^ 
present  volume.  Just  as  one,  seeing  a  hole  in  the 
ground,  may  find,  on  examination,  that  it  is  merely 
the  entry  into  a  burrow,  with  tunnels  and  deep- 
dug  ramifications  running  in  all  directions,  so  did  our 
original  central  contention  appear  on  close  and 
critical  examination  by  the  mind  of  Mr.  Hole — 
during  his  rest  at  Margate.  Our  idea  proved  to  be  the 
entry  to  an  economic  warren. 

It  therefore  happened  that,  instead  of  our  coUa-  As 
boration  being  postponed,  the  invalid  returned  to  ^"<*^' 
London — bringing  with  him  the  complete  MSS.  of 
the  first  half  of  this  book. 

In  view  of  the  fact  that  there  are  many  contentions 
in  the  following  pages  which  are  entirely  unconnected 
with  our  original  point,  and  in  view  also  of  the  more 
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or  less  direct  attacks  upon  certain  axioms  of  Political 
Economy,  as  well  as  sundry  economists,  it  is  the 
desire  of  Mr.  Hole  that    he    shall  be  held  respon- 
sible for  the  opinions,  contentions,   and  arguments 
which  he  adduces.     After  a  careful  perusal  of  the  text, 
although  I  am  very  glad  to  associate  myself  with 
Mr.    Hole   in   every   contention    contained   therein, 
we  decided  that  it  would  be  better  for  his  work  to 
remain  in  the  original  form    in    which   it  arrived 
from  Margate,  my  own  observations  being  contributed 
in  the  later  pages  of  the  book  and  in  this  intro- 
duction. 
A  proof        I   am   more   pleased   than   I   can   easily   express 
of  merit!  ^y^^^   j^y   original   suggestion   has   so   speedily   and 
effectively  developed  into  the  present  work.     I  am 
especially  glad  to  write  this  introductory  chapter 
as  I  claim  to  be  one  of  the  very  first  among  adver- 
tising  men   generally   to   recognize   the   undoubted 
talent — I  would  as  readily  say  genius — of  Mr.  Hole, 
whose  close  association  with  the  late  W.  T.  Stead 
alone  was  proof  that  his  ability  was  of  no  usual 
order. 
Need  for       My  own  efforts  in  these  pages  will  be  to  present 
*^'         the  most  prominent  features  of  the  case  we  have 
in  common,  to  adduce  some  additional  data,  and  to 
assure  every  reader  of  these  lines  that,   far  from 
being  dogmatic,  bigoted,  or  bumptious,  we  are  solely 
animated  by  a  desire  to  secure  a  better  understanding 
of  the  real  principles  of  advertising,  and  a  far  more 
sympathetic  note  in  the  future  utterances  of  those 
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publicists  who  have  ever  been  far  too  hasty  to 
condemn  and  far  too  negligent  to  comprehend, 
the  social  significance  of  the  genuine  kernel  of 
advertising. 

Every  other  point  which  may  be  made  by  Mr.  Valuable 
Hole  or  myself  is  subsidiary  to  our  desire  to  evoke  ^^^^ 
an  intelligent  and  sympathetic,  or  even  a  critical, 
interest  in  the  young  and  newly  awakened  giant  of 
"Advertising."  The  technical  advertising  papers — 
Printers'  Ink,  Advertisers'  Weekly,  and  Advertising 
World — have  a  very  high  tone  and  standard  of 
efficiency,  working  ever  to  develop  the  value  of 
advertising  and  to  cleanse  its  few  remaining  Augean 
stables.  They  will  one  and  all  give  a  free 
hearing  and  ample  space  to  every  point  raised  in 
an  intelligible  manner,  and  the  views  of  the  layman 
are  always  welcome.  Such  views  are  read  with  a 
degree  of  intelligence  which  would  surprise  the 
ordinary  supercilious  critic  of  advertising,  who 
designates  it  a  "  vulgar  trade." 

In  this  connexion  I  would  like  to  revert  to  the  Tfie 
very  sweeping  condemnation  passed  upon  advertising  ***^^ 
by  Lord  Dunsany  some  time  ago.  He  was  imme- 
diately challenged  by  Mr.  T.  S.  Sheldrake,  the  able 
editor  of  Printers'  Ink,  to  repeat  his  assertions  at 
the  Aldwych  Club,  but,  t)f  course,  found  it  incon- 
venient to  do  so,  his  whole  attitude  being  remini- 
scent of  the  famous  Punch  cartoon  of  Lord  John 
Russell  chalking  up  "  No  Popery  "  and  forthwith 
running  away. 


16 


GENESIS 


Attacks 
on  adver- 
tising 


Moreover,  I  have  lately  noticed  a  tendency  to 
condemn  advertising  from  quite  unqualified  quarters. 
"  Hubert,"  in  the  Sunday  Chronicle,  has  had  a  few 
columns  of  invective  against  it,  Mr.  John  Burns  has 
refused  to  sanction  public  expenditure  by  seaside 
resorts,  referring  in  his  refusal  to  "  the  mania  for 
advertising,"  and  in  reply  to  a  letter  to  one  of  the 
best  known  men  of  letters  in  this  country  my  collabo- 
rator received  the  following  unexpected  reply  : 


Dear  Sir, —  ...  it  happens  that  I  am  just  now  think- 
ing of  writing  in  piibHc  on  the  question  of  "  Advertising,'* 
simply  as  it  worries  people  like  myself,  to  whom  it  is  a 
mere  nuisance. 

Yours,  &c., 


P.S.    I  should  like  to  form  a  boycott  of  all  advertisers 
and  brand  them  as  "  scabs." 


Sound 
doctrine 


AUh^ 

lical 

simile 


I  could  not  help  noting  that  this  correspondent 
saw  the  use  of  branding  though  not  of  advertising. 

With  its  many  faults,  it  is  my  hope  that  the  book 
will  yet  serve  its  purpose  as  a  pioneer  of  a  newer 
and  more  sympathetic  handling  by  economists  of 
advertising  as  a  social  force,  and  I  am  sure  that 
other  more  leisured  as  well  as  more  able  writers 
will  develop  our  crude  ideas  into  the  more  symmetrical 
form  which  the  subject  merits. 

While  the  two  sections  of  this  book  have  been 
produced  independently,  the  conclusions  were  mainly 
arrived   at   jointly,    and   so  the   ideas    behind    the 
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quaint  and  "  eigenartig  "  expression  so  characteristic 
of  E.S.H.,  and  also  behind  my  own  contributions, 
may  make  it  occasionally  appear  that  although 
the  hands  are  the  hands  of  Esau,  the  voice  is  the 
voice  of  Jacob,  and  vice  versa. 

JOHN  HART 
Golf  Bungalow, 

HiNDHEAD,  Surrey, 
February  28,  1914 
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PART  I 
ADVERTISING:   A  DEFENCE 

By  E.   S.  hole 


CHAPTER  I 

THE  GREAT  OMISSION 

"  Coleridge  held  that '  all  science  had  become  mechanical ; 

the  science  not  of  men,  but  of  a  kind  of  human  beavers  J*  " 

Carlyle,  "  Life  of  Sterling." 

IT  is  a  very  interesting  fact  that  the  birth  and 
progress  of  the  science  of  PoUtical   Economy 
have    been    almost   exactly  contemporaneous 
with  the  birth  and  progress  of  the  phase  of  history 
called  "  The  Industrial  Revolution." 

In  the  very  first  stages  of  that  development,  Theory 
which  has  now  become  "  The  Factory  System,"  the  ^^^ 
comprehensive  genius  of  Adam  Smith  saw  the 
necessity  of  co-ordinating  the  disconnected  specula- 
tions of  a  thousand  isolated  thinkers,  from  Moses, 
Plato,  Aristotle,  and  other  ancient  philosophers 
onwards,  combining  them  with  the  fruits  of  his  own 
study  and  reflection.  The  result  was  that  remarkable 
work  "The  Wealth  of  Nations,"  which  is  the  very 
fountain  head  of  the  modern  stream  of  economic 
reasoning. 

Centuries  of  ingenious  invention  becoming  linked  Pro- 

to  the  newly  discovered  natural  forces,  it  became  ^"^f^ 

•^  and 

clear  to  the  mind  of  Adam  Smith  that  a  still  further  product 
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advantage  in  production  became  possible  by  the 
scientific  division  of  the  labour  applied  to  the  com- 
plicated instruments  of  production.  The  intricacies 
of  mechanism  needed  much  practical  experience 
before  they  were  correctly  understood,  but  by  dint 
of  continuous  operation  the  worker  achieved  a  degree 
of  dexterity,  speed,  and  efficiency  which  would  not 
have  been  possible  had  he  also  to  devote  some  of 
his  time  and  attention  to  other  operations.  Conse- 
quently, this  "  Division  of  Labour "  became  the 
gospel  and  the  ideal  of  Adam  Smith,  as  it  has  also 
been  of  the  later  economists.  It  was  not  doubted 
for  an  instant  that  the  chief  consideration  was  the 
marketable  product,  the  worker  who  supplied  the 
labour  power  (though  nominally  the  possessor  of  an 
immortal  soul  just  the  same  as  any  economist)  was 
a  secondary  or  tertiary  or  utterly  negligible  factor. 
The  During  the  whole  practical   development  of  the 

"Industrial  Revolution,"  and  during  the  whole 
theoretical  development  of  the  science  of  Political 
Economy,  this  dominance  of  the  product  over  the 
producer  has  been  tacitly  accepted.  There  have 
been  various  modifications,  from  the  old  conception 
of  laisser  faire,  in  which  the  product  is  absolutely 
dominant,  to  the  conception  of  State  Interference, 
in  which,  by  the  Factory  Acts,  the  existence  of  the 
worker  is  also  admitted,  and  to  the  school  of  State 
Control  (or  Collectivism),  in  which  the  superiority  of 
the  worker  to  the  product  is  emphatically  asserted. 
But  in  every  case,  even  in  the  case  of  Collectivism, 


three 
schools 
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the  whole  social  question  is  considered  to  be  one  of 

the  ProducticmaJDistrihutionvfi^   Exchange  of  su«dry 

"  products."    The  nature  and  scope  of  the  products 

are  left  delightfully  vague,  but  it  is  always  evident 

from  the   context   and   from  the   similes   used   by 

writers  that  they  refer  most  particularly  to  products 

for  use,   such  as  wheat,   corn,   milk,  clothing,  pins 

(this  article  is  the  most  frequently  specified),  coal, 

and  building  material,  or  products  for  reproduction 

and  transport,  such  as  engines,  machine  tools,  railway 

trains,  steamships,  and  agricultural  implements. 

The    science    of    economics   remains,    however,    a  An 

more  or  less  theoretic  and  lifeless  subject,  studied  ^^^^^^^ 

^  theory 

by  the  occupants  of  professorial  chairs,  candidates 

for    examinations,    and    journalists    who    specialize 

in  certain  kinds  of  topical  "copy."     To  the  general 

business  man,  to  the  general  politician,  to  the  middle 

classes  generally,  there  is  no  attraction  in  the  study 

of  Political  Economy.     It  is  regarded  by  the  bourgeois 

citizens  as  a  "  thing  apart  "  from  the  real  problems 

which  face  them,  individually  and  collectively,  and 

so   they   continue   to   regulate   their   personal   and 

political  views  by  the  purely  empirical  conclusions 

formed  by  the  perusal  of  sundry  newspaper  articles, 

the  views   of  certain  novelists,   and  the  literature 

dropped    through    their    letter    boxes    at    election 

times. 

Learned  professors  produce  volumes  which,  however  Useless 

stodgy  they  appear  to  the  general  reader,  are  probably  contro- 

fraught  with  intense  interest  for  some  dozen  or  so 
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other  professors,  and  for  a  sprinkling  of  leisured  old 
gentlemen  whose  influence  on  the  actual  development 
of  society  is  in  inverse  ratio  to  their  interest  in  the 
theoretic  refinements  of  speculations  concerning  it. 
I  have  by  me  as  I  write  various  heavy  and  recondite 
volumes  which  split  and  resplit  hairs  regarding 
the  interpretation  of  sundry  unimportant  definitions 
of  still  more  unimportant  formulae  of  absolutely  non- 
existent but  entirely  theoretic  premises.  Economists 
write  as  if  they  were  arranging  the  very  XYZ  of 
the  science,  whereas  they  have  not  a  true  compre- 
hension of  its  ABC. 

In   the   whole    science    of    Political   Economy    I 
contend  that  something  is  missing.      It  is  an  im- 
portant omission  in  that  it  is  nothing  more  or  less 
than  its  soul. 
The  In  the  early  days  of  the  engine  it  was  not  possible 

value  of    ^Q  generate  any  very  great  degree  of  power  in  pro- 
turn  portion    to    the    fuel    expended.     Yet    everything 

was  in  perfect  order.  Every  part  was  faultlessly 
constructed,  and  yet,  somehow,  the  engineers  con- 
sidered that  a  greater  driving  power  ought  to  be 
obtainable.  Then  came  the  application  of  the 
flywheel.  The  engine,  now  having  apparently  more 
inertia  to  overcome  than  formerly,  still  managed 
to  develop  a  much  higher  power,  because  its  own 
power  was  transmitted  with  the  momentum  to  which 
the  primary  inertia  of  the  flywheel  had  been  con- 
verted. Any  one  who  has  watched  the  working  of  a 
gas  or  oil  engine  and  allowed  his  eyes  to  glance  alter- 
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nately  at  the  fussy  little  mechanism  and  the  steady, 
powerful  revolution  of  the  heavy  flywheel  will  realize 
the  important  function  of  what  is,  when  stationary, 
an  apparently  useless  encumbrance. 

A  bullet,  too,  is  made  heavy  to  make  it  travel 
further. 

It  is  so  with  economics.     In  actual  life  the  trans-  The 

actions  of  humanity  are  carried  on   and   intensified  ^'"^^^  . 

.  omission 

by  a   huge  economic  flywheel,  of  which,  however, 

the    text-books   take   no   heed.     While   economists 

reduce  the  transactions  of  life  to  the  three  cardinal 

points  of  Production,   Distribution,   and  Exchange 

they  are  merely  acting  as  reporters  of  the  self-evident 

operations  of  the  most  primitive  human  needs — food 

and  warmth,  an  elaboration  of  the  Stone  Age.     But 

that  is  merely  a  study  of  the  cherry  pip.     Modern 

society   is   the    cherry  •  fruit   around   the    primitive 

pip   of   the    "Stone"   Age.     The   economists   havej        ^Jj^ 

omitted    the    fourth    cardinal    point — ^the    human!        n^ 

equation,    the    mainspring    of    progress,    the    socian 

dynamic,   the  proud  assertion  of  commercial  indi-  1 

viduality  by  branded  standardization,  the  generation 

of  the  desire  to  possess,  the  facilitation  of  choice, 

the  dissemination  of  knowledge  of  social  resources  ; 

in^a  single  word — Advertising.  ^ 


minus  ? 
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CHAPTER  II 

THE  OPEN  ROAD 

"  A  formless  chaos,  once  set  it  revolving,  grows  round 
and  ever  rounder  ,  ,  .  is  no  longer  a  chaos.^"* 

Carlyle,  "  Past  and  Present." 

"T  is  the  assertion  of  the  present  writer  that 
the  social  utility  of  advertising  immeasurably 
exceeds  its  cost.  It  is  also  his  assertion  that 
for  pure  utility  the  service  which  advertising  men 
render  to  society  is  greater  than  that  of  almost  any 
class  of  actual  producers.  The  conservation  of 
energy  resulting  from  advertising  is  alone  more 
than  suflEicient  to  bear  the  economic  burden  of  its 
upkeep,  to  say  nothing  of  the  social  benefits  it  confers 
by  the  economical  diffusion  of  the  most  vital  trade 
news  and  commercial  intelligence. 
Plus  or  There  is  one  elementary  consideration  the  answer 
to  which  contains  the  key  to  my  contention.  Is 
advertising  an  addition  to  the  former  "  cost  of  selling  " 
or  does  it  replace  more  cumbrous  and  costly  methods  ? 
In  the  former  case  advertising  is  clearly  an  unneces- 
sary burden  on  society  ;  in  the  latter  case  it  is  clearly 
a  social  service.  I  contend,  therefore,  that  adver- 
tising not  only  replaces  methods  which  were  intrinsi- 
cally more   cumbrous   and  costly,   but   I  contend, 
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also,  that  it  abolishes  many  surreptitious  and  wholly 

indefensible  illicit  charges  which  the  consumer  has 

had  hitherto  to  pay.^ 

In  as  brief   a  manner  as  possible  I  contend  that  The 

without    advertising   (as   was   the   case   before    the  °^^ 
o    V  arena 

advent  of  advertising)  business  resolves  itself  into 
a  game  of  "  hide  and  seek,"  each  seller  striving 
more  or  less  successfully  to  keep  secret  the  source 
of  his  supply  and  the  cost  of  his  purchase,  and,  in 
turn,  selling  at  whatever  prices  he  can  tax  his  cus- 
tomer to  bear.  So  in  the  old  days  by  the  time  a 
very  simple  product  reached  its  ultimate  consumer 
not  only  had  its  cost  of  distribution  through  zigzag 
channels  become  abnormally  high,  but  it  also  bore 
a  series  of  unknown  profits  which,  in  the  long  run, 
reacted  to  the  detriment  of  the  intermediaries  and 
makers  by  limiting  the  effective  demand  for  that 
particular  commodity.  Moreover,  the  actual  pro- 
ducer, being  furthest  removed  from  the  ultimate 
consumer,  and  faced  with  a  very  uncertain  and 
erratic  demand,  was  in  a  far  worse  position  than 
even  the  most  unskilful  advertiser  is  to-day. 

That  advertising  does  cost  money  I  will  readily  A  neces- 

admit,  but  I  do  contend  that  its  cost  is  the  minimum  *^*^. 
'  service 

cost  for  which  the  same  essential  service  could 
possibly  be  rendered,  that  its  effect  is  much  the 
same  as  that  of  a  flywheel  to  an  engine,  and,  in  the 
same  manner,  is  reproductive  far  beyond  its  cost, 
and  that  it  brings  into  the  open  light  of  day  hitherto 
secret  transactions  and  propagates  that  knowledge 
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which  has  been  used  to  penalize  the  consumer 
through  all  past  historical  time.  It  enables  the  man 
who  is  labouring  along  under  a  cumbrous,  costly, 
and  inefficient  system  of  production  to  see  and  adopt 
the  necessary  improvements  to  bring  himself  abreast 
of  the  times  by  reading  through  the  advertisements 
in  his  trade  paper,  or  in  the  engineering  journals,  or, 
very  often,  in  his  daily  newspaper.  When  such 
improvements  and  economies  are  thus  effected  to  the 
general  advantage  in  the  cheapest  possible  way, 
can  it  be  contended  that  advertising  is  a  charge  on 
society  ?  It  is  only  when  the  advertisements  in  a 
trade  paper  bring  results  to  the  advertisers  that 
the  text  is  justified.  I,  for  one,  even  in  the  days  of 
Mr.  Chiozza  Money's  editorship,  being  then  employed 
in  an  engineering  office,  found  as  much  value  in  the 
advertisements  as  in  the  text  of  Commercial  Intelli- 
gence so  far  as  my  needs  were  concerned. 
Tolls  It  can  be  truly  said    that  advertising  in  regard 

f**^  to  ancient  selling  methods  is  much  the  same  as  the 

taxes  ° 

open  highways  are  at  present  in  regard  to  the  old 
turnpike  roads.  Just  as  the  traveller  in  the  old 
days  was  stuck  up  at  every  stage  of  his  journey  and 
called  upon  to  pay  more  or  less  exorbitant  toll 
according  to  the  demands  of  the  owners  of  the 
particular  rights  of  way,  so  also  each  commodity 
would  be  stuck  up  at  various  stages  of  its  irregular 
journey  to  the  consumer,  and  mulcted  in  the  maximum 
degree  possible  to  the  owner  of  an  economic  right  of 
way.     The    system    of    "  Likin "    in    China   to-day 
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has  a  similar  economic  effect.  When,  therefore,  it 
is  a  question  of  the  "  cost  "  of  advertising  it  should 
be  considered  to  be  just  as  reproductive  as  the  cost 
of  the  upkeep  of  the  King's  Highway.  I  will  not 
elaborate  the  fact  that  certain  robber  barons  who, 
in  the  old  days,  occupied  territory  by  a  road  or 
waterway,  would  often  levy  toll  to  such  an  extent 
that  they  succeeded  in  stopping  all  traffic  and  de- 
stroying the  particular  trade-routes,  but  I  will  point 
out  that  in  all  cases  the  buyer  of  any  commodity 
had  always  to  pay  a  price  inclusive  of  all  the  charges 
which  tended  rather  to  impede  it  than  to  help  it  on 
its  way  to  him,  and  this  often  meant  that  nine- 
tenths  of  the  price  represented  intermediate  charges 
and  one-tenth  or  less  the  actual  charge  of  the  maker. 
Can  it  be  wondered  that  this  system  stopped  as 
many  "  trade-routes  "  as  ever  did  the  robber  barons  ? 
Can  it  also  be  wondered^  that  advertising,  by  its  sim- 
plification of  selling,  is  continually  opening  or  creating 
new  trade-routes  at  a  cost  which,  in  proportion  to 
the  former  selling  costs,  fades  into  insignificance  ? 

I  shall,  in  the  pages  of  this  book,  utilize  many  A  great 
facts  and  figures  compiled  by  Mr.  Chiozza  Money  authority 
in  his  book  "  Riches  and  Poverty,"  and  while  proving 
my  contentions  with  his  figures  it  is  a  sign  of  the 
great  influence  of  prejudice  upon  even  the  keenest 
intellects  that  he  speaks  of  advertising  in  the 
following  terms  : 

"  A  most  conspicuous  waste  in  distribution  is  in  We  are 
advertising,    one   of   the   most   unnecessary   of   all  *^"*^'^" 
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trades.  .  .  .  Altogether  it  is  probable  that  some 
eighty  thousand  people  find  a  '  living  '  in  connexion 
with  advertising,  when  they  should  be  doing  useful 
work.  Some  part  of  the  stream  of  useful  commodities 
is  directed  to  them  and  in  return  they  give  nothing. 
Individually  they  may  be  honest,  industrious  people, 
doing  the  work  they  are  employed  to  do  to  the  best 
of  their  ability.  From  a  national  point  of  view 
they  are  wasting  their  time.  It  may  be  added 
that  when  they  are  pushing  the  sale  of  '  patent ' 
medicines,  whiskies,  and  complexion  creams  they  are 
doing  something  worse  than  waste  time." 
Eclipse  The  gibe  at  "  patent  "  medicines  could  not,  of 
course,  be  resisted  by  Mr.  Money,  and  although  it 
does  not  follow  that  all  "  patent  "  medicines  are 
quack  mixtures,  some  of  them  being  both  cheap  and 
efficacious,  and  although  there  are  some  really  good 
face  creams,  and  although  every  one  does  not  agree 
with  Mr.  Money  in  his  condenmation  of  whisky, 
and  although  I  contend  that  advertising  in  regard  to 
most  other  forms  of  selling  is  just  the  same  as  light 
is  to  darkness,  still  I  will  a^ree  that  there  is  much 
fraudulent  advertising,  the  blame  for  which,  however, 
should  not  so  much  fall  on  the  principle  of  adver- 
tising as  on  the  intelligence  of  a  certain  section 
of  the  community.  What  does  not  deceive  Mr. 
Money  would  not  deceive  any  other  intelligent 
man. 

Ever  since  a  notorious  poison  case  brought  veronal 
into  great  prominence  in  the  public  eye  the  publicity 
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has  resulted  in  an  epidemic  of  suicides  by  means  of 
this  convenient  poison.  A  direct  consequence  of 
the  publication  of  Goethe's  famous  Sorrows  of 
Werther  was  an  outbreak  of  suicide  among  young 
and  impressionable  men.  But  on  these  accounts 
we  do  not  condenm  news  and  literature.  Why, 
then,  confuse  advertising  with  its  abuses  ? 

The  most  sacred  mysteries  of  religion  are  abused  Purity 
in  just  the  same  way  as  the  beneficent  power  of  P^y^' 
advertising.  But  the  rapid  elimination  of  the 
quack  is  one  of  the  reasons  why  advertising  is  making 
such  phenomenal  progress.  Many  papers  refuse  to 
publish  advertisements  of  a  doubtful  character  in 
order  not  to  offend  the  high-class  advertisers  whose 
numbers  are  swelling  rapidly,  and  who  are  naturally 
critical  of  the  company  in  which  their  advertisements 
appear.  Anyone  who  is  really  acquainted  with 
advertising  knows  the  strong  purging  which  has 
been  going  on  during  the  past  few  years.  Several 
papers  charge  a  higher  rate  for  patent  medicines 
than  for  ordinary  advertising.  Many  refuse  them 
altogether.  The  very  essence  of  success  in  adver- 
tising depends  upon  the  satisfaction  of  the  customer, 
which  takes  the  form  of  further  purchases  and 
continuous  recommendation.  In  the  same  manner 
an  unsatisfactory,  branded  article  is  damned  by  the 
very  ease  with  which  it  is  recognized  again. 

But  I  would  put  a  few  leading  questions  to  Mr.  Money. 

Why,  with  his  ability,  does  his  book  cost  as  much  ^^i^i^^ 
as  similar  books  ?    I  estimate  paper,  machining,  and  queri^z 
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Some 
more 
queries 


1^ 


binding  to  have  cost  about  one-eighth  of  the  pubHshed 
price.  Does  the  difference  represent  Ais  charge  for 
his  ideas  and  diction  ?  Is  he  not  then  in  just  the 
same  boat  as  we  are  ?  What  is  slaying  the  six- 
shilling  novel  ?  Is  it  not  the  advertising  of  six- 
penny/ reprints  of  books  containing  better  literature  ? 
How  could  the  "  Everyman  "  library  issue  the  world's 
masterpieces  for  a  shilling  but  for  advertising  ?  Can 
he  not  see  that  the  cheapest  and  the  best  books  are 
the  most  widely  and  most  successfully  advertised  ? 
Is  it  not  usual  to  issue  a  cheap  reprint  of  every 
expensive  book  which  makes  its  mark  and  to  advertise 
it  ?  Does  Mr.  Money  credit  us  all  with  some  super- 
natural instinct  of  knowing  things  exist  unless  we 
are  told  about  them  ? 

Is  his  book  a  useful  commodity  ?    Are  those  who 
printed  and  ^published  it  "  producers  "  ? 

At  the  end  of  the  copy  of  his  book  which  I  have 
before  me  I  find  no  less  than  thirty -two  pages  occupied 
by  a  list  of  books  issued  by  the  publisher.  That  is 
advertising.  Is  it  waste  ?  Is  it  not  the  very 
cheapest  way  in  which  the  publisher  can  spread  a 
knowledge  of  his  books  among  the  very  people  who 
might  buy  them  ?  How  on  earth  can  the  publisher 
sell  his  books  except  by  some  such  method  of  adver- 
tising ?  Can  Mr.  Money  run  his  publisher's  businej 
more  economically  than  he  can  do  it  himself  ?  li 
not  this  very  list  Social  Service  in  its  best  sense,  ii 
that  it  contains  two  of  Mr.  Money's  books,  one 
which  I  had  never  heard  of  before  ? 
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Is  there  any  economic  justification  for  Mr.  Money's 
existence  ?  Is  ^^  a  producer  ?  Does  he  exist  by 
virtue  of  journalism  ?  Journalism  is  merely  news 
and  views.  Advertising  is  trade  news,  much  more 
important,  telling  the  people  how  and  where  to 
supply  their  greatest  needs.  Mr.  Money  is  himself  a 
critic  as  well  as  a  member  of  Parliament.  Is  it  by 
virtue  of  being  a  member  or  a  critic  of  that  institution 
that  he  would  justify  his  existence  and  his  consump- 
tion of  the  labour  of  his  pet  "  producers  "  ? 

In  placing  the  number  of  people  engaged  in  adver-  Reaching 
tising  at  80,000,  Mr.  Money  has,  of  course,  taken  an 
outside  figure,  and  in  addition  to  the  kernel  of  real 
advertising  experts  and  employes  has  included  many 
printers,  enamellers,  and  others  whose  connexion 
with  advertising  is  incidental  and  only  partial. 
But,  gladly  accepting  the  above  comparatively 
small  number  as  correct,  can  Mr.  Money  say  that  any 
other  80,000  people  make  their  work  so  effectively 
operative  as  they  do  ?  According  to  Mr.  Money 
(and  I  agree  absolutely  with  him)  the  social  error 
is  an  error  in  distribution.  There  are  far  too  few 
people  engaged  in  actual  production,  and,  esti- 
mating from  the  census  returns,  Mr.  Money  places 
the  number  of  "  manual  workers,"  both  sexes  and 
all  ages,  even  including  "  in  addition  to  all  those 
engaged  in  industrial,  agricultural,  and  domestic 
service,  soldiers,  sailors,  policemen,  and  postmen," 
at  15,500,000.  We  have,  therefore,  a  total  of 
15,500,000   "  manual  workers,"  men,   women,   and 
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children,  and  of  these  a  large  proportion  are  not 
engaged  in  "  production  "  at  all,  while  even  a  large 
amount  of  the  actual  production  is  of  articles  with 
absolutely  no  real  service.  The  social  organization, 
then,  is  such  that  of  a  gross  total  of  15,500,000  a 
very  much  smaller  net  figure  represents  the  number 
of  actual  producers,  and  a  smaller  figure  still  repre- 
sents the  producers  of  useful  commodities.  Now, 
on  the  backs  of  these  actual  producers  of  utilities 
are  carried  not  only  the  remainder  of  the  15,500,000, 
but  also  the  whole  burden  of  a  community  of 
45,000,000.  The  products  of  a  certain  proportion 
of  15,500,000  carry,  let  us  say,  a  dead  weight  of  from 
30,000,000  to  35,000,000  non-producers,  owing  to 
the  complex  state  of  society  in  which  we  live,  our 
complicated  selling  methods,  and  the  usurpation 
of  the  monopoly  of  the  benefits  of  invention  and 
natural  forces  by  a  certain  limited  class.  And 
Anim-  among  this  30,000,000  to  35,000,000  are  some 
portant  80,000  advertising  men  who,  with  might  and  main, 
are  devoting  themselves  successfully  to  the  simpli- 
fication of  the  problems  which  obsess  Mr.  Money, 
and  he,  with  blind-closed  eyes,  arises  and  condemns 
them.  Were  it  not  better  for  him,  in  the  next  edition 
of  "  Riches  and  Poverty,"  to  hesitate  to  stick  the 
80,000  advertising  men  haphazard  among  the 
35,000,000,  which  is  a  figure  big  enough  to  constitute 
a  problem  worthy  of  Mr.  Money  ?  Nowhere  will  Mr 
Money  find  a  more  cordial  acceptance  of  the  following 
passage,    which   he   prints   in   italics,    than    among 
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advertising  men,  and  none  know  better  than  adver- 
tising men  that  here  is  the  kernel  of  the  economic 
social  problem : 

Says  Mr.  Money :  "  ^  'poor  stream  of  ponderable  Where 
commodities  filters  through  thousands  of  unnecessary  ^^ 
channels,  and  becomes  the  subject  of  many  strange 
services,  each  of  which  claims  and  gets  some  sort  of 
reward.  By  the  enumeration  of  each  of  these  services 
the  total  income  which  we  examined  at  the  beginning 
of  this  book  is  made  up.*  The  Error  of  Distribution 
of  the  national  income  connotes  a  wasteful  and  inadequate 
production.'^ 

The  above  passage  is  the  essence  of  the  gospel  of 
advertising. 

In  regard  to  advertising  "  from  a  national  point  The 
of  view,"  referred  to  by  Mr.  Money,  I  would  very  ''^^^l 
much  like  him  to  remember  that  there  is  such  a  markets 
thing  as  the  struggle  for  neutral  markets.     In  South 
America,  Canada,  Australia,  South  Africa,  Asia,  and, 
in  lesser  degree,  in  North  Africa,  Spain,  Russia,  East 
and  West  Indies,  and  j^ther  places,  ther^^s  a  certain 
demand  for  the  products  of  a  high  degree  of  manu- 
facturing efficiency,  especially  engineering  products. 
Now  Great  Britain,  Germany,  and  America  are  all 
more  or  less  able  to  supply  this  demand,  and  the  fact 
is  that  of  the  three  we  are  the  most  backward  to 
advertise  the  special  advantages  of  the  types  which 

*  £1,844,000,000  aggregate,  44,500,000  population.  Of  this 
total  1,400,000  people  took  £634,000,000,  4,100,000  people 
took  £275,000,000,  and  39,000,000  people  took  £935,000,000. 
Figures  for  1908-9. 
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The  we  can  supply.    Now,  by  failing  to  do  this,  we  do 

octnne     ^^^  make  it  possible  for  the  ultimate  buyer  to  know 

practice  that  we  actually  can  supply  his  particular  wants, 
and  if  Mr.  Money  can  put  forward  any  suggestion 
whereby  this  end  can  be  achieved  cheaper  than  by 
advertising  I  know  from  very  painful  experience 
that  the  British  manufacturer  will  welcome  the 
suggestion.  Meanwhile,  for  long  past,  it  has  been 
my  object  to  develop  the  expenditure  of  British 
money  on  foreign  advertising,  and  after  reading 
Mr.  Money's  remarks  I  still  continue  to  count  my 
past  energies  unto  myself  for  righteousness,  for  the 
fact  is  that  my  advertising  on  behalf  of  various 
British  manufacturers  has  brought  them  business 
which  they  could  never  have  secured,  and  I  know 
that  here  advertising  has  served  a  useful  function 
to  my  country  as  also  to  the  purchasers  of  the  goods 
abroad  and  also  to  the  community  among  which 
they  dwell. 

An  alter-    •  What   preceded   advertising   in   this    connexion  ? 

native  jyj j.  Money  has  had  enough  experience  of  commercial 
life  and  usage  to  know  the  disadvantages  of  the 
"  Merchant  System"  and  its  effect  on  British  trade 
in  many  markets.  He  knows  how  these  shippers 
fight  tooth  and  nail  against  all  advertising  in  their 
markets  by  British  manufacturers.  The  "  no  marks 
of  origin  "  system  of  trading  is  known  to  Mr.  Money, 
and  the  margin  of  profit  which  the  "  merchant 
shipper "  can  pocket  by  keeping  buyer  unknown 
to  seller.     Here  again  the  social  benefit  of  adver- 
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tising    is    incalculable — and    here    again   it    has    to 
fight 

If  Mr.  Money  will  consider  and  treat  advertising 
much  as  he  considers  and  treats  parliament,  viz.  as 
an  institution  containing  many  grave  defects  but 
still,   in  principle,   capable  of  rendering  much  real 
service  to  the  community,  and  if  Mr.  Money  will 
utilize  his  great  talents  to  prepare  a  constructive 
criticism  instead  of  a  sweeping  condemnation,  then 
this  book  will  not  have  been  written  in  vain.     I  know 
that  when  I  survey  the  whole  field  of  industry  and 
commerce  to  discover  the  sphere  in  which  my  efforts 
could  be  more  usefully  exerted  than  in  the  operation 
of  my  own  conception  of  advertising,  I  survey  the 
field  in  vain.     I  know  that  the  "  copy  "  which  I 
prepare  will  be  of  service  and  use  to  those  who  read 
it  quite  as  much  as  it  is  to  those  for  whom  I  prepare 
it.     I  could  name  a  dozen  firms  of  advertising  service 
agents   who   would   not   associate   themselves   with 
any   dubious   or   fraudulent   proposition,    having   a 
reputation  to  maintain  which  is  as  valuable  and  as 
clean  as  that  of  any  legislator,   manufacturer,   or 
political  economist. 


I 


CHAPTER  III 
APOSTLES  AND  DISCIPLES 

"  Nihil  est  ah  omne  parte  beatum.'" — ^Horace. 

CONTEND  that  the  Twelve  Apostles  were 
the  most  successful  advertising  men  of  the 
Christian  era.  I  also  contend  that  the  Holy 
Bible  is  the  most  successfully  advertised  book  of 
all  time.  I  make  these  contentions  in  no  vulgar  or 
irreverent  spirit,  but  simply  because  they  are  a  true 
and  striking  indication  of  the  power  of  publicity 
backed  up  by  "the  goods."  I  might  also  mention 
that  no  profane  book  has  had  such  universal  and 
successful  publicity  as  the  works  of  William  Shake- 
speare. 
''IThe  Now,  what  is  good  for  the  above-mentioned  books 

V^^^  must  also  be  good  for  anything  else  the  function  of 
maggots  which  is  to  serve  or  elevate  the  race.  The  power 
but  is  qI  advertising  is  a  potent  force  which,  because  its 
the  sun "  very  potency  leads  to  its  abuse,  is  none  the  less 
mighty  in  its  influence  upon  the  destinies  of  the 
race. 

There  is  an  electrical  apparatus  known  as  the 
"  Booster."  By  some  mysterious  means  an  elec- 
trical current  of  a  certain  voltage,  passed  into  the 
"  Booster,"  comes  out  at  the  other  end  with  a  marked 
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increase  in  the  voltage.  This  strange  effect  is  brought 
about  in  an  inexplicable  manner,  and  it  is  much  akin 
to  the  effects  of  advertising,  by  means  of  which  a 
business  can  be  "  boosted  "  out  of  all  proportion 
to  the  actual  advertising  expenditure.  The  exact 
incidence  of  the  expenditure,  however,  which  cannot 
have  its  basis  in  the  empty  air,  will  be  the  subject 
of  a  later  chapter. 

Advertising  is  among  us  as  the  most  potent  Variable 
selling  force  of  all  time  and  by  far  the  most  honest  '^^^"^* 
form  of  sales  promotion.  Its  goodness  or  its  badness 
depends  largely  upon  the  moral  and  intellectual 
standard  of  the  community.  A  gun,  we  consider, 
is  a  very  desirable  thing  to  possess  when  meeting  a 
footpad  in  a  dark  road,  but  not  when  it  happens  to 
be  in  the  possession  of  the  footpad.  But  the  positive 
value  of  a  gun  is  considered  quite  apart  from  its 
individual  possessors.  We  know  that  a  gun  is  a  very 
formidable  object  which  can  be  used  and  abused  in 
many  ways.  So,  too,  each  ship  added  to  the  British 
Navy  seems  to  us  to  be  a  very  praiseworthy  thing, 
but  we  are  not  quite  so  sure  about  the  value  of  each 
ship  added  to  the  German  Navy,  although  every 
such  ship  is,  in  reality,  a  valuable  addition  to  the 
strength  of  Europe. 

And  so  it  is  with  advertising,  which  meets  with  its 
condemnation  mainly  from  those  who  are  interested  in 
its  suppression  and  from  those  who  are  too  superficial 
to  consider  that  the  abuse  of  a  power  may  not  mean 
that  the  power  itself  is  a  bad  one. 
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Early  The  apostles  of  genuinely  useful  advertising  were 

originally  few.  They  raised  their  voices  in  a  wilder- 
ness of  which  the  quack  was  almost  supreme  master. 
They  preached  their  gospel  with  much  diligence 
and  secured  a  few  disciples.  Those  early  disciples 
were  the  bearers  of  names  and  the  founders  of  busi- 
nesses which  are  now  practically  national  institutions. 

The  With   the    spread    of    the    gospel    of    advertising 

P^g^  of    g^j^^j  with  the  visible  expansion  of  those  who  had 

the  non-  ^ 

advertiser  successfully  adopted  it,  there  came  a  gradual  thaw 

in  the  intellectual  prejudice  against  it,  and  one  by 
one  new  trades  began  to  become  represented  among 
the  growing  ranks  of  advertisers.  And  the  firms 
which  began  first  in  each  trade  secured  such  a  tre- 
mendous start  and  established  such  impregnable 
goodwill  between  themselves  and  the  ultimate 
buyers  that,  in  many  cases,  they  alone  in  that  par- 
ticular line  of  business  have  any  control  over  the 
channels  of  distribution  between  themselves  and  the 
buying  public.  The  output  and  the  very  commercial 
existence  of  a  manufacturer  of  unbranded  and  un- 
advertised  goods  have  become  as  unstable  and  as 
shaky  as  a  house  of  sand,  dependent  almost  entirely 
upon  the  whims  and  caprices  of  a  few  wholesalers 
or  a  medley  of  intermediaries  who  have,  for  gene- 
rations, considered  the  actual  manufacturer  as  a 
hewer  of  wood  and  a  carrier  of  water  to  suit  the 
exigencies  of  their  particular  wills.  That  the  manu- 
facturer should  make  any  effort  to  create  demand 
or  to  establish  a  preference  for  his  particular  goods 
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was  rank  heresy  to  every  wholesaler  or  factor  of  the 
old  school.  The  wholesaler  very  often  failed  to  see 
that  his  interests  were  not  necessarily  inimical  to 
those  of  the  manufacturer. 

In  the  various  considerations  set  forth  in  this  The 
book  the  writer  has  mainly  before  him  the  actual  ^/V. 
manufacturer  in  the  role  of  advertiser.  There 
are,  of  course,  many  merchants  importing  the  special 
products  peculiar  to  foreign  countries,  such  as  wines, 
spices,  furs,  salts,  and  other  more  or  less  expensive 
articles,  and  these  must  be  advertised  to  secure  their 
sale  among  the  public  in  this  country.  There  are, 
also,  certain  wholesalers  who,  by  registering  their 
own  brands  and  securing  their  wares  from  any  con- 
venient manufacturers,  are  able,  by  advertising,  to 
develop  a  goodwill  and  a  steady  sale  for  their 
special  brands  among  the  public  through  the  usual 
retail  trade.  There  are  also  the  large  stores  which, 
by  advertising,  secure  a  volume  of  direct  retail 
trade  with  the  public  from  a  wide  area  and  which 
by  thus  concentrating  a  large  volume  of  turnover 
under  a  single  roof  are  able  to  buy  in  much  larger 
quantities  and  at  a  much  cheaper  rate  than  the 
ordinary  retail  shopkeeper,  and  by  this  saving 
alone  more  than  recover  the  whole  cost  of  the 
advertising  which  served  to  generate  the  increased 
total  demand.  Moreover,  such  stores,  by  selling 
to  perhaps  a  hundred  times  as  many  customers  as 
any  ordinary  retailer,  can  thus  carry  on  as  large  a 
volume  of  trade  as  a  hundred  such  retailers  but  with 
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only  one  staff  and  one  set  of  premises,  thus  again 
effecting  an  enormous  saving,  and,  of  course,  the 
trade  thus  secured  can  only  be  retained  so  long  as 
the  customers  feel  that  they  are  getting  better 
value  and  better  service  than  they  could  get  from 
the  ordinary  non-advertising  retailer. 

An  article  in  a  recent  issue  of  the  Nation  states  : 

The  "  The  trend  of  things  is  all  towards  the  multi- 

*  °^^  plication  of  huge  cash- dealing  general  stores.  We  have 
one  or  two  very  large  stores  in  London,  such  as  Harrods 
and  Whiteley's,  but  they  are  not  yet  so  common  in 
this  country  as  in  France  and  Germany — particularly 
in  the  latter  country,  where  the  Tietz  Company 
has  a  huge  business  palace  of  this  description  in 
every  city  of  importance.  These  great  stores  are 
spreading  over  to  Belgium,  Switzerland,  and  the 
smaller  countries  of  the  Continent. 

"  In  North  and  South  America  department  stores 
play  a  much  larger  part  in  the  business  life  of  the 
community  than  in  this  country,  and  such  stores 
as  Wanamaker's  of  Philadelphia,  Marshall  Field's 
of  Chicago,  Robert  Simpson's  of  Toronto,  and  Gath 
and  Chayes's  of  Buenos  Ayres  are  household  words 
in  their  respective  countries.  In  the  space  of  five 
years  Selfridge's  in  London  have  increased  their 
net  profits  from  £6000  to  £131,000." 

An  The   Magasin   du  Nord  of   Denmark  is   another 

apposite    store  of  phenomenal  growth,  with  over  one  hundred 

COTflTHeTlt 

branches.     In    the    same    connexion    Mr.     George 
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Binney  Dibble,  in  a  book  from  which  I  shall  quote 
at  length  in  a  later  chapter,  says,  in  regard  to  these 
stores  :  "  Although  .  .  ,  the  cost  of  display  is  con- 
siderable and  the  amount  paid  in  advertising  is  colossal, 
yet  the  profits  are  handsome  and  sure.  They  have  the 
large  margin  of  the  ordinary  30  to  80  per  cent,  of 
the  retailer  to  cut  into  and  in  special  cases  even  more." 

Then  there  are  the  proprietors  of  multiple  shops, 
sometimes  the  actual  manufacturers  of  the  com- 
modities sold  and  sometimes  enterprising  capitalists 
buying  from  various  sources  of  supply. 

Some   figures   extracted   from   the   "  Daily   Mail  The 

Year-Book  "  will  serve  to  show  the  present  mag-  ^^^'^'^^ 

^  °    octopus 

nitude  of  this  kind  of  trading,  largely  developed  by 

sound  advertising : 


Capital 

No.  of  Shops 

Home  and  Colonial  Stores    £1,275,000 

683* 

Liptons 

2,250,000 

500* 

Maypole 

1,000,000 

800* 

Eastmans 

445,000 

1300 

Nelsons 

668,000 

1300 

Lilley  and  Skinner 

200,000 

76 

Boots  (Chemists)  in  all 

2,250,000 

550 

Salmon  and  Gluckstein 

600,000 

140 

Saxone 

50 

Manfield 

68 

Dunn    . 

50 

Then  there  are  the  large  "  mail  order  "  houses  Mail 
which,    by   trading   direct   with   individual   buyers,  ^^^ 

*  These  three  concerns  have  thus  about  2000  shops  in  the  ''«'«*^ 
hands  of  three  Boards  of  Directors. 
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cut  out  all  costs  of  distribution  and  all  intermediary 
profits,  thus  securing  a  wide  margin  to  cover  the 
cost  of  advertising  as  well  as  the  postage  and  carriage 
on  individual  sales.  This  form  of  trading  is  specially 
welcome  to  those  who  live  at  a  distance  from  any 
town  or  market,  and  who  had  hitherto  to  await 
an  opportunity  to  visit  a  town  before  they  could 
make  any  necessary  purchases.  Still  further  there 
is  the  local  retail  advertising  issued  by  small  firms 
in  each  district  who  are  anxious  to  develop  a  repu- 
tation and  a  fixed  clientele  for  their  establishments. 
Very  important  also  is  the  swelling  volume  of  adver- 
tising in  "  trade  papers  "  by  engineers  and  general 
The  manufacturers,  and  the  economy  and  value  of  this 

technical   ^j.^  g^  great  that  such  advertising  has  become  abso- 
press 

lutely  indispensable.  The  growth  of  highly  specialized 

"  export  "  media  is  a  national  asset  of  immense 
influence  upon  our  overseas  trade.  To  oppose  or 
thwart  the  normal  development  of  advertising  is  a 
task  compared  with  which  the  immortal  efforts  of 
Mrs.  Partington  were  a  mere  pastime.  But,  except 
in  a  few  cases  of  fraudulent  advertisements,  quack 
doctors,  and  certain  forms  of  mail-order  business, 
the  chief  object  of  advertising  is  not  so  much  to 
effect  a  few  immediate  sales  as  to  generate  and 
develop  the  invaluable  asset  of  goodwill  and  con- 
sequent snowball  growth  which  can  come  only  from 
the  voluntary  preferment  by  free  buyers  of  a  branded 
commodity  in  which  they  have  faith  and  the  merits 
of  which  they  have  already  tested  with  satisfactory 
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results.  Any  shortcomings  or  defects  in  the  quality  Merit 
of  a  successfully  advertised  article  might  mean  the  ^^J 
immediate  nullification  of  all  past  effort  and  expense, 
for  the  public  is  a  keen  critic  of  the  quality  of  its 
standard  necessaries  and  comforts,  and  all  the 
advertising  in  the  world  cannot  continue  to  sell  an 
article  of  dubious  value  and  uncertain  quality. 
That  is  why  the  feature  of  much  advertising  is  a 
heavy  monetary  guarantee  of  excellence  and  purity. 
A  firm  which  has  spent  some  hundreds  of  thousands 
of  pounds  in  advertising  to  create  a  demand  does 
not  lightly  make  even  a  slight  alteration  in  the 
quality  of  the  goods  by  which  the  demand  was  won 
and  maintained. 

So  the  few  serious  advertisers  who  originally  The 
appeared  in  what  had  hitherto  been  the  domain  ^^  ^^^ 
of  the  quack,  the  "  Lost  Property,"  "  Births,  Mar- 
riages, and  Deaths,"  "  Situations  Vacant,"  and 
heterogeneous  announcements,  grew  in  numbers 
and  importance  until  the  apostles  (or  agents)  now 
number  fully  1000  and  the  disciples  (or  various 
employes)  now  number,  according  to  Mr.  Money, 
about  80,000.  But  in  the  meantime  the  quacks, 
under  whose  dark  influence  the  sun  of  advertising 
was  suffering  a  total  eclipse,  have  been  so  effectively 
eliminated  that  it  will  soon  be  as  difficult  to  discern 
them  as  "  Spots  on  the  Sun."  The  early  apostles 
have  triumphed.  However  great  may  be  the  success 
of  Lord  Northcliffe  and  those  who  have  worked  in 
the  same  direction,  and  however  great  may  be  the 
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reward  they  have  reaped,  the  fact  remains  that  they 
have  done  far  more  for  the  advertiser  than  the  adver- 
tiser has  done  for  them,  and  the  ratio  of  their  wealth 
and  influence  is  but  a  feeble  indication  of  the  power 
and  value  of  the  mighty  force  which  they  have  helped, 
not,  indeed,  to  create,  but  to  develop  along  the 
channels  which  now  promise  to  bring  it  to  a  position 
far  more  dominant  and  useful  than  its  pioneers  ever 
dreamed  of  in  their  wildest  phantasies. 


CHAPTER  IV 

ECONOMIC  FALLACIES  AS  SOCIAL  FACTS 

"  Out   of  siLch   crooked   material   as  man  is  made  of, 
nothing  can  be  hammered  quite  straight,''^ 

Immanuel  Kant. 

I  WISH  to  emphasize  that  whatever  economics 
appear  in  this  book  are  based  upon  the  practical 
conditions   of  society  as  it  is  and  not  upon 
that  ideal  conception  of  a  semi-mechanical  and  non- 
existent  society  which   is  a   mere   figment  of  the 
imagination  of  the  professional  economist. 

I  believe  that  some  centuries  hence  the  standard 
of  intelligence  and  the  apprehension  of  elementary 
social  economics  will  be  much  better  than  they  are 
to-day,  but  I  am  not  prepared  to  base  my  present 
practical  reasoning  upon  the  future  ideal  conditions 
which  will  evolve  themselves  from  the  chaotic  social, 
biological,  and  evolutionary  circumstances  which 
surround  us.  There  is  no  infallible  economic  gospel. 
Such  things  are  reserved  for  the  spiritual  world. 

It  is  a  well-known  fact  that  every  science,  every  Facing 
art,  every  profession,  and  every  trade  is  based  upon  J^^ 
certain  abstract  principles  which,  within  the  limits 
of    progress    made,    work    out    with    mathematical 
accuracy  and  invariable  precision.     But  as  soon  as 

4D  D 
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it  is  a  question  of  practical  application  there  are 
innumerable  variations  caused  by  the  temperament 
of  the  individual,  the  irregular  working  of  social 
forces,  or  the  unforeseen  exigencies  of  the  operations 
of  wild,  unruly  nature  itself. 
Infinite  The  artist,  for  instance,  who  has  sat  at  the  feet 
variety  ^j  j^-g  masters,  develops  a  style  of  execution  which 
contains  the  elements  of  his  own  indefinable  in- 
dividuality and  the  degree  of  his  own  dexterity. 
Consequently,  although  there  are  certain  rules  of 
painting,  certain  laws  of  perspective,  and  what-not, 
the  fact  remains  that  no  great  artists  paint  alike. 
Similarity  is  only  found  among  mediocre  artists. 
Great  artists  are  great  because  they  differ  and  because 
their  difference  is  combined  with  a  certain  individual 
genius  in  execution  which  produces  a  suggestiveness 
and  charm  not  reducible  to  mere  rules  and  formulae. 

The  soldier,  when  taught  to  shoot,  is  forced  to 
make  a  rigid  adherence  to  certain  scientific  and  in- 
variable rules.  But  so  soon  as  he  has  passed  the 
stage  of  schoolroom  theory  and  comes  with  a  real 
rifle  to  a  real  range,  he  finds  that  the  whole  of  his 
success  as  a  shot  depends  not  upon  the  intelligence 
with  which  he  has  assimilated  the  theoretic  principles 
but  upon  his  individual  capacity  to  adapt  himseU 
to  continually  varying  circumstances.  Instead 
"  keeping  the  bull  dancing  upon  the  tip  of  the  fore- 
sight "  he  may  find  it  necessary,  according  to  hie 
distance  from  the  target  and  the  strength  of  th< 
wind,  to  aim  at  several  yards  to  the  right  or  left  an< 
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may  even  only  be  able  to  hit  one  target  by  aiming 
at  another.  Even  when  adjustable  sights  are  provided 
to  obviate  this  there  is  still  the  need  for  each  individual 
soldier  to  form  his  own  estimate  of  the  adjustment 
to  be  made,  and  this  variation  of  individual  skill 
pervades  society  as  a  whole.  It  is  an  actual  fact 
that,  in  real  warfare,  the  deadliest  shots  are  often 
the  bad  shots  who,  however,  compensate  for  their 
inability  to  aim  by  an  ability  to  estimate  distance, 
which  is  a  still  more  important  point  and,  very  often, 
an  intuitive  and  natural  gift.  Very  curiously,  since 
writing  this  chapter,  I  have  read  some  most  apposite 
remarks  on  the  same  point  in  regard  to  advertising. 
They  occur  in  a  clever  story  in  the  American  Maga- 
zine, 

The  writer,  Edna  Ferber,  says  of  her  hero  : "  .  .  .he  An 
had  learned  that  there  was  as  much  difference  between  '^"*^^*' 
the  profession  of  advertising  as  he  had  thought  of  view 
it  and  advertising  as  it  really  was  as  there  is  between 
a  steam  calliope  and  a  cathedral  pipe  organ  "  ;  and, 
in  another  place,   a  character  says :    "  You  think 
that   advertising  is   a  game.     It  isn't.     There   are 
those  who  think  it  is  a  science.     But  it  isn't  that 
either.     It's  white  magic,  that's  what  it  is.     And 
you  can't  learn  it  from  books  any  more  than  you 
can  master  trout  fishing  from  reading  '  The  Complete 
Angler.' " 

In  every  phase  of  life  we  see  the  same  dominance  /ndi- 

o!   the   characteristics   of   the   individual,    modified  ""Jduality 

dominant 
but  not  suppressed  by  the  rules  of  certain  established 
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principles.  The  captain  navigates  according  to  the 
rules  of  navigation  subject  to  his  own  individual 
judgment  in  times  of  dire  stress  and  rough  weather 
near  rocks  in  an  uncertain  latitude.  In  the  preserva- 
tion of  discipline  he  depends  less  upon  the  laws  of 
navigation  than  upon  the  strength  of  his  own  person- 
ality. In  a  libel  case  which  is  at  the  moment  passing 
through  the  courts  we  are  told  by  a  famous  general 
that  a  certain  officer  had  too  much  brain-power  to  enable 
him  to  be  a  competent  leader  of  a  squadron  of  cavalry. 
What  There  is  an  undeniable  variation  in  the  capacity 

".'^^'„       and  natural  ability  of  individuals  just  as  great  as 
is  the  variation  in  the  faces  and  in  the  shape  of  heads, 

although,  of  course,  one  variation  is  not  necessarily 
the  index  of  another.  Society,  therefore,  is  not 
composed  of  so  many  millions  of  similar  automata, 
neither  is  it  composed  of  a  multiple  of  reproductions 
of  any  economist,  as  he  often  tacitly  assumes  it  to 
be.  Society  is  and  possibly  always  will  be  composed 
of  many  millions  of  beings,  the  aim  and  end  and  ideal 
of  each  individual  being  the  dominating  desire  toi 
distinguish  his  own  personality  or  individuality  from] 
his  fellows.  It  is  this  irrepressible  self-assertion: 
of  the  individual  which  at  once  explains  the  progress 
and  the  regression  of  society.  When  the  influence 
of  such  personal  expression  is  good,  society  benefits  ;< 
when  it  is  bad,  society  suffers  or  strives  to  cancel] 
out  the  bad  effects  by  the  incarceration  of  the  self- 
assertive  individual  whose  difference  from  the  average] 
of  society  is  sufficient  to  designate  him  a  lunatic,] 
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a   criminal,    or,    possibly,    an   unwelcome   prophet. 

It  is  impossible,  however,  to  consider  society  as  an 

aggregation   of   similar  units   like   so   many  round 

balls  in  a  cycle  bearing.     Nor  is  it  fair  to  society  to 

compare  it,  as  did  Teufelsdrockh,  with  "  an  Egyptian 

pitcher  of  tamed  vipers,  each  struggling  to  get  its 

head  above  the  others."     It  is  an  aggregate  of  indi-  CarlyWa 

vidual  dynamic  forces  of  varying  intensity  whose  <^omment 

action  and  reaction  upon  one  another  is  regulated 

by  the  strength  of  the  moral  ideals  which  permeate 

the  whole  and,  consequently,  with  differential  power, 

each  individual. 

The  inclination  to  ignore  the  wide  and  deep  valley  The 

between  the  peak  occupied  by  the  present  actual  ^^^^^y 

between 
and  that  occupied  by  the  distant  ideal  economic  the  peaks 

organization  of  society  is  responsible  for  what  I 
consider  to  be  the  inadaptability  of  certain  minds  to 
logical  reasoning  amid  illogical  conditions.  They 
will  persist  in  starting  from  ideal  and  perfect  premises 
and  then  carrying  their  deductions  bodily  into  the 
real  and  imperfect  world  around  them,  which  is  many 
centuries  or  seons  behind  all  possibility  of  the  applica- 
tion of  ideal  conditions.  A  case  in  point  is  the 
attitude  of  G.  B.  S.  and  other  Socialist  thinkers 
towards  "  Charity."  They  say,  in  effect,  that  private 
charity  only  serves  to  bolster  up  a  defective  organiza- 
tion, that  the  care  of  the  community  is  the  duty  of 
the  State,  and  that  therefore  private  charity  is  bad 
because  it  retards  the  advent  of  the  stern  necessity 
which  will  of  itself  enforce  better  social  conditions. 
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What  is  The  defect  in  this  reasoning  is  the  necessary  lack 
cidenr'  ?  of  definition  given  to  "  Charity."  If  any  man  saw 
a  fellow  man  lying  bleeding  in  the  street  struck  by 
a  brick  which  had  fallen  from  a  house-top,  such  a 
man,  no  matter  what  his  social  or  political  views, 
would  succour  his  suffering  brother.  He  would  buy 
him  brandy,  fetch  a  doctor,  call  a  cab,  or  do  something 
to  relieve  him.  That,  I  contend,  is  charity.  I  say 
that  there  is  such  a  thing  as  an  economic  brick  which 
can  strike  a  man  as  hardly,  as  suddenly,  and  as  un- 
expectedly as  a  real  brick,  and  that  then  he  needs 
succour  as  badly  as  the  injured  wayfarer.  All  mere 
theory  about  the  State  and  all  the  rest  of  it  is  utterly 
out  of  place  in  such  circumstances.  The  defenceless 
girl  whose  bank  fails  at  a  time  when  she  has  lost  a 
situation,  and  is  alone  amid  the  grey  terrors  of 
London,  has  been  hit  by  an  economic  brick.  What 
is  the  value  of  all  the  theorizing  in  the  world  compared 
with  her  urgent  and  undeserved  peril  ?  Actual  condi- 
tions necessitate  the  modification  of  the  application 
of  the  theoreticalidesil.  Even  under  ideal  Collectivism 
physical  strength  will  vary,  and  the  man  who  helps 
his  weaker  brother  then  to  carry  his  wood  or  hammer 
his  iron  will  be  in  the  same  relative  position  as  the 
man  who  dispenses  private  charity  to-day.  The 
possibility  of  abuse  does  not  imply  a  need  for  abolition. 
The  human  equation  will  always  count,  and  nature 
will  always  deal  her  bitter,  unexpected  blows  and 
grudge  to  man  his  hard-won  spoils. 

To  show  the  great  difficulties  under  which  society 
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trudges  along,  and  which  some  idealists  refuse  to  The  lack 
recognize,  I  would  ask  each  reader  to  think  of  the  ^f  "^^^^ 
most  intelligent  man  he  knows.  He  will  find  that 
the  great  general  intelligence  of  this  man  is  blended 
with  certain  particular  foibles.  Moreover,  if  we 
can  even  imagine  before  us  that  man  who  is  the  most 
intelligent  human  being  in  existence  we  shall  find 
that  this  general  intelligence  is  an  average  taken  from 
several  branches  of  thought,  knowledge,  and  action. 
We  shall  have  to  admit  that  this  most  intelligent 
man  alive  is  far  behind  many  people  in  one  particular 
branch,  and  that  in  another  branch  also  there  are 
numerous  specialists  who  leave  him  far  behind.  In 
fact,  if  each  phase  of  thought  be  taken  singly  we  shall 
probably  find  that  the  most  generally  intelligent  man 
is  not  supreme  in  any  one  particular  branch  of  know- 
ledge. He  simply  represents,  as  I  have  said,  the 
highest  standard  of  general  intelligence,  but  he  is 
not  the  ideal  and  not  the  perfect  man. 

The  potter  works  with  varying  clays,   and  the  *'  Aver- 
sociologist  works  with  real  and  varying  humanity.  ^^^    ** 
If  you  consider  singly  your  conception  of  an  English-  **  ideal  '* 
man,  a  Frenchman,  a  German,  a  Japanese,  a  China- 
man, an  Arab,  a  Kaffir,  and  other  branches  of  the 
human  family,  you  compare  them  all  subconsciously 
with  some  ideal  standard  of  a  man.     But  your  ideal 
man  does  not  exist.     If  you  take  the  race  which  has 
reached  the  highest  stage  of  development  you  find 
that  each  individual  differs  from  his  fellows.     If  you 
take  a  composite  photograph  of  one  hundred  of  these 
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individuals  you  do  not  get  the  features  of  the  'perfect 
man.  Nothing  of  the  kind.  You  simply  get  a 
representation  of  the  average  man  of  that  particular 
race  at  that  particular  stage  of  its  development.  The 
limitations  of  the  material  with  which  the  legislator 
must  deal  are  those  which  the  economist  and  the 
general  theorist  most  persistently  ignore.  I  hope 
I  am  myself  worthy  of  the  designation  "  Idealist," 
but  I  hope  that  I  realize  that  I  am  dealing  with 
existing  facts  of  life. 

Hence  the  error  of  those  thinkers  who  have  always 
assumed  that  because  a  thing  is  true  it  will  be  auto- 
matically and  universally  accepted  as  such.  Hence, 
also,  the  force  of  Ibsen's  remark,  "  He  who  would 
announce  a  new  truth  to  society  should  not  do  so 
in  his  best  clothes."  Hence,  also,  the  theoretic 
falsity  and  practical  truth  of  those  intensely  human 
dramas  "  An  Enemy  of  the  People  "  and  "  The 
Pillars  of  Society." 
The  Even  in  economics  it  is  absolutely  essential  to 

eternal      remember  the  mutability  of  our  surroundings,  and 
paradox 

that  the  quest  of  poetry,  religion,  and  philosophy 

through  all  the  ages  has  been  to  find  something  which 

does  not  change — which  is  eternal.     Human  society 

in  its  constant  flux  but  permanent  similarity  cannot 

be  regarded  as  so  many  counters  in  a  game,  because : 

All  earthly  things  around  the  race 

Are  changing  ever, 
All  save  the  changing  ocean  face 

Which  changes  never. 
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The  apparently  firm  and  fixed  things,  therefore,  are 
often  the  weakest  and  most  transitory,  while  the 
apparently  weak  and  transitory  things  are  often 
those  which  endure. 

From  the  foregoing  it  is  clear  that  many  conten-  Thriving 
tions  which  in  the  light  of  theoretic  economic  reason-  »  •  »> 
ing  are  mere  fallacies  become  in  practical  operation 
social  facts.  There  are  to-day  many  huge  businesses 
and  many  apparently  wasteful  institutions  which 
can  be  demolished  in  the  region  of  abstract  economics, 
but  which  continue  to  thrive  and  flourish  in  the 
solid  regions  of  actual  fact. 

Advertising  is  an  outstanding  case.  Were  every 
member  of  society  an  ethereal  being  of  unlimited 
perception  and  intelligence,  or  were  every  member 
of  society  gifted  with  inexhaustible  powers  of  tele- 
pathic transmission  and  reception,  so  that  the  know- 
ledge of  the  progress  of  invention  and  resources  of 
society  could  be  made  universally  known  by  a  cost- 
less dissemination  of  thought  and  ideas,  then  there 
would  be  no  need  for  advertising — neither  would 
there  be  need  for  tangible  and  stodgy  books  on 
economics. 

If,  however,  the  standard  of  general  intelligence  Finding 
were  equal  to  the  standard  of  intelligence  among  J'*  ^""* 
economists  it  would  bring  about  a  cessation  of  one- 
half  of  the  volume  of  advertising  existing  to-day, 
but  would,  in  turn,  produce  a  volume  of  other  and 
more  suitable  advertising  in  its  place.  Advertising 
is   simply  and   purely   "  making  known,"   and,    as 


uses 
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such,  is  a  definite  and  indispensable  practical  social 
function,    however    useless    and    non-productive    it 
may  be  made  out  to  be  by  the  theoretic  economists. 
Early  Under  actual  conditions,  with  the  existing  state 

of    intelligence    and    competitive    organization    of 
society,    advertising   is    more    necessary   than    any 
other  of  our  innumerable  superstructures  upon  the 
primitive  social  organization  of  the  Stone  Age.     In 
some  form  or  other  advertising  was  the  first  of  such 
superstructures,   for  it  was  the  means  whereby  a 
knowledge  of  the  first  improvements  invented  by 
the    most    intelligent    primitive    cave-dweller    was 
passed  on  to  the  less  intelligent  cave-dwellers  who 
also  adopted  them.     When  the  standard   of  cave 
life  was  thus  by  so  much  elevated,  so  the  news  of 
the  next  improvement  was  similarly  diffused,  and 
ever  since  the  cave  was  left  behind  it  has  been  the 
function  of  advertising  to  act  as  the  spirit-level  to 
human  progress.     In  those  early  days  advertising 
was  mainly  or  entirely  oral,  and  in  the  Bible  and 
the   ancient   writers   we   learn   of   "  criers "   whose 
function  was  the  dissemination  of  news,  while  the 
walls  of  excavated  ancient  cities  have  been  found 
to  bear  advertising  in  innumerable  forms,  including 
the  usual  injunctions  to  the  electorate  to  "  Vote 
for  Sempronius." 

In  the  later  Middle  Ages  it  was  clearly  recognized 
by  many  thinkers  that  the  haphazard  and  dis- 
organized methods  of  advertising  could  not  attain 
their  true  degree  of  utility  without  some  general  and 
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central  directing  authority,  and  this  social  cry  for 
organized  advertising  a^s  we  have  it  to-day  is  nowhere 
better  or  more  prophetically  voiced  than  by  Montaigne. 
In  his  essay  "  Of  a  Defect  in  our  Policies,"  he  says : 

My  whilome  father,  a  man  who  had  no  help  but  from  A  voice 
experience  and  his  own  nature,  yet  of  an  unspotted  from 
judgment,  hath  heretofore  told  me,  that  he  much  desired  '^^  ^^*^ 
to  bring  in  this  custome,  which  is,  that  there  should  be 
a  certain  appointed  place  to  which  whosoever  should 
have  need  of  anything  might  come  and  cause  his  business 
to  be  registered.  .  .  .  As,  for  example,  if  one  have  pearls 
to  sell,  he  should  say^  I  seeke  to  sell  some  pearls;  and 
another,  I  seeke  to  buy  some  pearls.  Such  a  man  would 
fain  have  companie  to  travel  to  Paris ;  such  a  one 
enquireth  for  a  servant  of  this  or  that  quality ;  such  a 
one  seeketh  for  a  master,  another  a  workman,  some 
this,  some  that,  every  man  as  he  needed.  And  it  seemeth 
that  this  means  of  enter-warning  one  another  would  bring 
no  small  commoditie  into  modern  commerce  and  societie  ; 
for  there  are  ever  conditions  which  enter-seeke  one  another, 
and  because  they  understand  not  one  another,  they  leave 
men  in  great  necessities,'''* 

Surely  advertising  has  remedied  this  "  Defect  in  our 
Policies." 

We  find  also  that  the  earliest  forms  of  printed  or  Not  a 
written  advertising  usually  take  the  shape  of  an  ^2/*^*^ 
offered  reward,  either  for  the  return  of  something 
lost  or  stolen,  or  for  the  body  of  some  outlaw,  "  Dead 
or  Alive."  The  most  urgent  needs  of  man  were  the 
first  to  adopt  the  help  of  advertising,  the  growth 
of  which  has  been  but  in  feeble  ratio  to  its  mar- 
vellous success. 
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*'  Beat-  I  have  some  recollection  that  the  "  Ten  Command- 
irf  "  ^"'  ments  "  were  originally  graven  on  stone,  obviously 
bush''  for  purposes  of  due  publicity  and  preservation,  as 
they  would  not  have  been  of  much  social  use  if  in- 
scribed in  a  locked  volume,  and  I  have  also  some 
recollection  that  Socrates  habitually  made  use  of 
the  market-place  for  the  promulgation  and  propaga- 
tion of  his  ideas.  While  I  will  not  contend  that  all 
really  great  teachers  have  adopted  methods  of  direct 
publicity,  I  will  contend  that  practically  every 
successful  teacher  has  done  so,  and  the  Biblical 
injunction  not  to  hide  one's  light  behind  a  bushel 
is  the  soundest  apologetic  for  advertising.  Nor  was 
it  a  mere  figure  of  speech  of  the  ancient  who  said, 
"  Scire  tuum  nihil  est  nisi  te  scire  hoc  sciat  alter. ^^ 
That  "  Good  wine  needs  no  bush  "  is  true,  perhaps, 
after  two  necessary  preliminaries,  first,  that  we 
know  the  wine  is  there  at  all ;  secondly,  that  we 
know  it  to  be  good  wine  according  to  our  individual 
tastes.  The  importance  of  this  qualification  can  be 
seen  from  the  variety  of  choice  on  any  wine  list.  As 
a  matter  of  fact,  the  better  the  wine  the  bigger  the 
bush  it  deserves,  for  no  bush  in  existence  can  create 
a  permanent  demand  for  a  bad  wine. 

Those  old  physicians  in  ancient  Greece  who  con- 
ducted their  operations  on  a  platform  in  view  of  all 
beholders  in  order  to  get  custom  were,  at  least, 
actually  showing  the  degree  of  skill  they  had  attained, 
and  were  thus  putting  into  practice  one  of  the  axioms 
of  the  most  modern  advertisers,  that  to  exhibit  the 
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actual  goods  to  the  critical  inspection  of  the  buyer 
is  the  challenge  which  honest  value  alone  can  sustain. 

There  are,  in  the  long  run,  two  forms  of  advertis-  Two 
ing,  paid  and  unpaid,  or,  perhaps,  honest  and  hypo-  I^^^ 
critical.  Many  a  man  who  waxes  wroth  at  the  udty 
growth  of  advertising  is  probably  himself  dependent 
upon  a  less  open  form  of  advertising  for  his  own 
purposes.  We  all  call  to  mind  the  artful  advertising 
methods  adopted  by  Bob  Sawyer  in  the  **  Pickwick 
Papers,"  who  arranged  for  his  boy  to  call  him  from 
church  in  the  middle  of  the  service  with  the  maximum 
possible  commotion  in  order  to  impress  the  congrega- 
tion with  the  idea  that  he  had  been  called  out  to  an 
urgent  case.  Though  this  is  a  caricature  of  the 
unpaid  advertising  methods  adopted  by  certain  pro- 
fessional men,  it  is,  by  that  very  fact,  a  useful  illustra- 
tion of  the  eternal  need  for  advertising  in  every 
sphere  of  life.  The  lawyer  in  Parliament,  the  doctor 
who  writes  to  the  newspapers  and  gives  testimonials 
and  certificates,  the  parson  who  makes  tirades  and 
publishes  useless  books  with  sensational  titles,  are 
all  practising  that  which  they  affect  to  despise,  with 
this  important  advantage,  that  when  the  Press 
devotes  space  to  their  doings  it  is  "  legitimate  com- 
ment," but  when  the  Press  devotes  an  inch  of  text 
to  an  advertiser  it  is  regarded  as  "  illegitimate  puff." 

There  is  an  anecdote  of  Alcibiades,  who  had  deter-  An 

mined  to  become  famous.     To  accomplish  this  he  °^^^^^^ 

^  anecdote 

knew  it  was  necessary  to  "  make  people  talk."    He 

bought  the  most  valuable  dog  in  the  known  world, 
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and,  when  comment  was  at  its  height,  he  cut  off  the 
dog's  tail.  Then  every  one .  in  Athens  discussed 
the  strange  action  of  Alcibiades.  A  year  passed, 
the  incident  was  forgotten,  but  the  name  of  Alcibiades 
remained  large  in  the  public  eye  and  has  done  so 
ever  since. 
Con-  The  mad  self-advertisement  of  Herostratus,  too, 

structive  accomplished  its  iniquitous  object,  and  the  name 
welcome  will  live  to  the  end  of  time.  So,  also,  the  pyramidical 
advertisement  of  Cheops  lives  on  and  placidly 
surveys  the  rise  and  fall  of  empires.  The  use  of 
advertising  is,  if  you  like,  an  economic  fallacy ;  but 
advertising  is  and  will  remain  a  social  fact  and  a 
powerful  force  for  good.  Let  economists  cease  to 
criticize  and  revile  it,  and  let  them  rather  endeavour 
to  help  to  purge  and  purify  this  most  human  institu- 
tion and  to  enable  it  to  play  unfettered  its  mighty 
tendency  towards  the  simplification  and  better 
organization  of  the  otherwise  dull,  lifeless,  and  com- 
plicated economic  factors  of  Production,  Distribution, 
and  Exchange.  Let  it  galvanize  the  whole  in  its 
open,  honest  way,  for,  by  its  very  name,  nature,  and 
object,  it  seeks  the  light  of  day,  and  that  has  ever 
been  the  characteristic  of  every  force  which  makes 
for  the  good  of  the  race. 
Seeking  The  evil  things  shrink  from  the  light,  and  even 
the  light  |.jjg  apparent  exceptions  to  this  rule  prove,  on  ex- 
amination, that  the  ostentation  is  the  purely  human 
element  only — ^the  evil  elements  are  secret  and  hidden, 
fleeing  the  light  of  day.     The  one  admitted  evil  in 
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advertising  is  the  "  concealed  "  advertisement,  and 
whoever  helps  us  to  combat  and  eliminate  that  is  a 
friend  of  advertising.  No  human  institution  is 
wholly  pure,  but  every  beneficial  human  institution 
strives  and  aims  towards  purity,  and  that  is  in- 
disputably and  demonstrably  the  tendency  of 
advertising 


CHAPTER  V 
THE  ESSENTIAL  ECONOMICS 

"  Long  experience  has  taught  me  that  no  time  is  so 
entirely  lost  as  that  consumed  in  controversy  with  dis' 
putants  who  have  no  facts,  but  only  convictions" — 
Thorold  Rogers,  "  Economic  Interpretation  of 
History." 

Price         TPF  I  have  succeeded  in  my  effort  to  show  that 

and 

value 


I 


the  social  organization  contains  many  con- 
fused, complex,  and  wasteful  anomalies,  I 
shall  ask  my  readers  to  make  certain  simple  and 
logical  deductions.  When  I  show  that  advertising 
is  the  simplest  and  sanest  and  cheapest  selling 
method,  existing,  fighting,  and  operating  among  a 
labyrinth  of  cumbrous,  costly,  and  antiquated 
selling  methods,  it  will  be  seen  that,  far  from  being 
an  additional  charge  on  the  product  to  be  paid  by 
the  consumer,  it  is,  on  the  contrary,  the  function  of 
advertising  to  effect  economies  for  the  consumer  in 
the  actual  price  paid  for  the  article  and  in  the 
standard  value  given.  In  the  two  most  vital  ways, 
therefore,  the  consumer  gains  by  advertising.  So, 
also,  do  the  channels  of  distribution  which  rise  to 
the    occasion    and,    by    deriving    advantage    from 

advertising,  eliminate   the  wasteful   and   costly  ir 

64 
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pedimenta  which  were  necessary  under  the  old  con- 
ditions. 

Let  us  examine  a  specific  class  of  service  which  ^  tegal 
carries  no  "  burden "  of  advertising  and  which,  ^"  ^ 
according  to  the  reasoning  of  certain  economists, 
ought  therefore  to  be  cheap.  It  is  a  known  fact  that 
legal  charges  are  high,  so  high,  in  fact,  that  their 
height  has  become  proverbial.  A  consultation  with 
a  lawyer  costs  6s.  8d.  Now  this  charge  is  so  high 
that  innumerable  people  are  prevented  from  seeking 
legal  advice  in  difficulties  and  act  without  such 
advice.  As  we  are  all  subject  to  the  laws  of  the 
country  the  consequence  is  that  many  poor  people 
act  illegally  in  important  crises  in  their  lives  and 
suffer  in  many  ways  in  consequence.  This  being 
recognized,  one  or  two  newspapers  (solely  by  virtue 
of  the  power  of  advertising)  were  enabled  to  offer 
competent  legal  advice  for  Is.  or,  in  some  cases,  even 
for  a  coupon.  The  immediate  result  of  this  was, 
of  course,  to  save  money  to  the  "  consumer."  The 
legal  profession,  however,  rose  up  in  arms  and 
combated  this  innovation  with  might  and  main. 
I  am  not  concerned  with  the  ethics  of  the  legal 
profession.  I  contend  merely  that  the  introduction 
of  advertising  into  legal  life  would  result  in  much 
cheaper  legal  advice  for  the  public,  and  a  far  greater 
number  of  people  would  consult  a  lawyer  when  in 
doubt  as  to  a  course  of  action.  The  lawyers  them- 
selves would  be  able  to  abolish  many  useless,  time- 
wasting,  and  expensive  institutions  now  existing  in 
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their  profession  and  would  thus  save  far  more  than 

the  total  cost  of  advertising.     Whatever  objections 

there  may  be  against  legal  advertising,  therefore, 

are  not  economic  objections  and,  last  of  all,  are  not 

objections  on  account  of  an  extra  burden  upon  the 

clients.     Legal    advice    is    dear    because    the    legal 

profession  does  not  advertise. 

A  Some  years  ago,  in  the  pre-Insurance  Act  days, 

medical     me^jfcal  advice  being  beyond  the  reach  of  the  Bir- 

con- 

ference      mingham  workers  who  were  not  actually  ill  enough 

to  be  sent  to  hospital,  Mr.  Arthur  Chamberlain  was 
instrumental  in  promoting  a  medical  consultative 
institute.  He  secured  a  doctor  and  proceeded  to  ad- 
vertise the  existence  of  this  institute,  offering  sound 
medical  advice  to  the  workers  at  a  cost  of  about  Is. 
The  economic  upkeep  of  the  institute  depended  upon 
the  volume  of  response  to  this  advertising.  The 
consequence  was  an  immediate  storm  of  protest 
from  the  medical  profession,  and  by  the  threat  to 
remove  or  by  the  actual  removal  of  the  name  of  the 
doctor  from  the  medical  books  the  institute,  with  its 
cheap  medical  advice,  was  brought  to  an  untimely  end. 
Sound  The    same    considerations    also    apply    to    those 

methods  industries  in  which  advertising  has  not  made  an 
appearance,  but  as  soon  as  a  new  capitalist  enters 
that  field  and  backs  up  a  good  organization  with 
good  advertising  and  good  goods  he  is  able,  by  virtue 
of  the  absence  of  costly  encumbrances  which  have 
clogged  the  distributing  channels  of  his  old-established 
competitors,  to  break  through  any  opposition  they 


win 
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may  offer,  short  of  adopting  his  own  methods  and 

reorganizing   their  businesses   on   the   modern   and 

economical  lines  adopted  by  their  new  rival.     This 

is  the  chief  reason  why  we  so  often  see  old  firms  of 

standing  and  repute,  equipped  with  a  staff  of  experts 

who  have  grown  grey  in  the  accumulation  of  technical 

experience  and  efficiency  in  production  only,  go  down 

like  ninepins  before  a  rival  whose  special  abilities 

are  directed  towards  efficient  selling. 

There    are    two    main    conceptions    of    business.  The 

They  represent  the  poles  of  commercial  life.     Their  P^^^f  ^f 
-^       ^  ^  business 

battle,  in  one  phase  or  another,  is  eternal.     Briefly  policy 

speaking,  they  are  the  makers  and  sellers  who, 
seeing  an  established  demand  of  a  certain  volume 
necessitating  a  stream  of  supply,  much  like  the 
transmission  of  a  liquid  from  a  reservoir  on  a  hill 
to  a  large  lake  on  a  lower  level,  have  fastened  their 
lock  gates  at  certain  stages  of  the  onflow  of  the 
stream  and  take  their  tax  or  profit  from  the  needs 
of  demand  ere  allowing  supply  to  pass  onwards. 
That  is  to  say,  the  function  of  these  makers  and 
intermediaries  is,  so  to  speak,  a  passive  execution 
>f  established  and  customary  service. 

Enter  the  new  undertaking.  The  reservoir  of 
fupply  on  the  hill  of  production  has  to  be  connected 
ith  the  lake  of  demand  on  the  plain  of  consump- 
ion.  The  dominant  conception  of  the  whole  organi- 
zation differs  from  that  of  the  pre-existing  conditions. 
There  is  no  passive  exercise  of  stereotyped  functions. 
It    is    all    forward    and    creative    energy.     Forcing 


will  to 
sell 
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pumps  are  fitted  into  the  reservoir  of  supply  and 
suction  pumps  (advertising)  are  sent  out  to  the 
lake  of  demand.  At  every  stage  of  the  stream 
between  supply  and  demand,  instead  of  the  passive 
levying  of  toll  or  profit  on  the  passing  stream,  there 
The  is  the  enthusiastic  operation  of  the  will  to  sell,  the 

will  to  satisfy,  the  will  to  modify  or  alter  the  product 
according  to  the  exigencies  of  the  actual  and  poten- 
tial demand.  From  the  very  primary  stages  of 
manufacture  to  the  ultimate  stages  of  selling  the 
whole  huge  but  simple  organization  throbs  with  the 
desire  to  sell,  to  foster  demand,  to  increase  the  output, 
to  increase  the  actual  value  offered,  to  outdo  all 
rivals  in  the  excellence  and  suitability  of  the  product 
and  to  establish  a  position  in  the  minds  of  the  ultimate 
buyers  which  the  strongest  onslaughts  of  free  com- 
petition shall  be  unable  to  shake.  When  such  a  firm 
by  fundamental  errors  dissatisfies  its  clientele  or 
does  not  live  up  to  the  expectations  which  it  has 
created  it  knows  that  it  is  in  dire  jeopardy,  and 
so  the  satisfaction  of  the  consumer  has  become  the 
keynote  to  modern  trade.  After  many  centuries 
of  trading  and  after  blinking  the  fact  to  the  very 
last  ditch  it  has  finally  become  clear  to  the  manu- 
facturer that  the  imperious  consumer  can  be  evaded 
no  longer  and  that  he  is  and  will  always  remain  the 
final  arbiter  in  the  warfare  of  commerce.  Adver- 
tising, effective  and  economical  distribution,  branded 
goods,  standard  qualities,  and  suitable  products 
are  now  the  desiderata  of  the  modern  manufacturer. 
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Some  branches  of  industry  still  remain  in  which  the  Coming 
channels  of  trade  are  still  juggled  and  manipulated  ^^^' 
by  the  cliques  and  associations  which  were  established 
in  the  early  days  of  modern  industry,  and  these 
conditions  prevail  mostly  in  those  trades  the  very 
hugeness  of  which  is  the  probable  reason  why  they 
will  be  the  last  to  fall  into  line  with  more  progressive 
branches  of  industry.  I  venture  to  prophesy  that 
the  day  will  come  when  Kidderminster  carpets, 
Lancashire  cotton,  Yorkshire  woollens,  Northampton 
boots,  Harris  tweeds,  Sheffield  cutlery,  Saskat- 
chewan wheat,  Indian  rice.  Burgundy  wine,  and  other 
similar  broad  classifications  will  be  advertised  under 
their  generic  titles  with  distinctive  brands  the  whole 
world  over,  and  in  the  modern  struggle  to  retain 
a  well-deserved  and  hard-won  reputation  in  the 
minds  of  the  ultimate  buyers  I  can  say,  with  Sidney 
Carton,  "It  is  the  only  way.'^ 

Some   remarks   which   shed   much   light   on   this  Produc- 

tiott 
subject  of  the  lifelessness  of  mere  economic  factors  are        ^^ 

made  in  a  report  of  the  Fabian  Research  Committee, 

drafted  by  Mr.  and  Mrs.  Sidney  Webb,  incorporating 

the  researches  of  several  experts,  and  the  results  of 

an  inquiry  covering  a  period  of  eighteen  months.     The 

first  part  of  this  report  deals  with  the  question,  "  Can 

the  organization  of  industry  be  based  exclusively  on 

associations  of  producers  ?  "    Here  are  some  extracts : 

"  The  lesson  to  be  drawn  from  the  whole  experience 
of  Associations  of  Producers  in  all  their  varieties 
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in  all  the  different  countries  in  which  they  have  been 
tried  is  that  the  Self-Governing  Workshop  with  all 
its  derivatives,  whatever  may  be  its  attractiveness 
to  the  manual  worker,  does  not  afford^  alone  and  by 
itself,  in  mining  or  manufacturing  industry,  a  prac- 
ticable basis  of  organization  ;  but  that  it  may  suggest 
a  valuable  element — perhaps  even  an  indispensable 
element — in  conjunction  with  some  form  of  Association 
of  Consumers,  voluntary,  municipal,  or  State,  in  a 
dual  or  more  complex  organization  of  the  nation's 
industry,  to  be  considered  in  Part  III  of  this 
Report." 
The  "  That,  although  Self-Governing  Workshops  have 

vmce  of  Qf|.gj^  suffered  from  an  insufficient  supply  of  capital, 
student  this  disadvantage  might  be  overcome  by  saving 
and  borrowing ;  but  that  whenever  the  original 
members  find  themselves  in  possession  of  a  growing 
and  financially  successful  business  the  temptation  to 
take  on  additional  workers  merely  as  wage-earners 
and  not  as  partners  has  nearly  always  proved 
irresistible." 

"  That  the  Self  Governing  Workshops  have  all  been 
noticeable,  more  or  less,  for  the  slowness  and  reluctance 
with  which  they  have  reacted  to  any  industrial  change : 
the  workers  are  biassed  in  favour  of  a  continuance  of 
that  to  which  their  hands  have  become  adapted ;  they 
are  slow  to  introduce  new  processes,  slow  to  adopt  new 
inventions, ^^ 

"  That  the  gravest,  and  apparently  the  most 
insuperable,  drawback  of  the  Self-Governing  Workshop 


THE  ESSENTIAL  ECONOMICS  71 

as  a  form  of  industrial  organization  is  that  the  manual  The 
working  producer s^  just  because  they  have  specialized  ^^tnr 
as  manual  working  producers^   have  no  intimate  or 
accurate  knowledge  of  the  market  for  which  they  have  to 
produce  ;  they  are  not  in  direct  contact  with  the  consumer 
of  their  commodity.  ^^ 

"  That  the  Self -Governing  Workshops  are  inevitably 
driven  to  compete  for  custom^  not  only  with  the  capitalist 
manufacturer  and  with  the  productive  departments  of 
the  Associations  of  Consumers,  but  also  among  them" 
selves, ^^ 


My  sole  object  in  quoting  these  remarks  is  to  Labour 
show  that  Production  is  not  everything,  nor  is  it  ^^^!j 
so  in  combination  with  mere  mechanical  Distribution 
and  Exchange.  The  intelligent  human  element 
must  vivify  the  whole.  Moreover,  as  Ruskin  truly 
says,  there  is  a  vital  and  fundamental  difference 
between  "  Wealth  "  and  "  Illth,"  the  very  production 
of  the  latter  resulting  in  destructive  consequences 
when  completed.  The  direction  of  labour  is  often 
as  valuable  as  labour  itself  :  the  French  failed  to 
construct  Panama,  the  Americans  succeeded.  The 
labour  exerted  to  erect  the  Great  Pyramid 
was  hardly  productive  in  the  best  sense,  and 
the  labour  of  Omar  and  his  soldiers  in  burning 
the  books  from  the  huge  and  valuable  library 
at  Alexandria  was  as  destructive  as  any  labour 
could  be. 

An  illustrative  and  very  apt  travesty  of  this  point 


case 
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is  conveyed  by  the  following  cutting  from  the  Daily 
Mail : 

"  THE  MAN  WITH  THE  PICKAXE 

The  strong  arm  of  a  British  navvy  last  Saturday 
morning  drove  a  pickaxe  into  the  heart  of  a  huge  tele- 
graphic cable  at  Leighton  Buzzard  and  for  some  time 
shut  off  all  telegraphic  communication  with  Glasgow 
Leeds,  and  Birmingham." 

A  An  outstanding  case,  demonstrating  how  modern 

^J'^i^i'^S  production,  economical  distribution,  and  effective 
advertising  can  cheapen  the  product  and  increase 
the  quality  of  a  commodity  until  it  wins  an  impreg- 
nable position  as  the  voluntary  choice  of  the  buyer 
is  that  of  the  world-famous  "  Singer  Sewing  Machine." 
The  tremendous  universal  demand  for  these  machines, 
creating  an  enormous  and  centralized  output,  re- 
sulting in  the  most  highly  specialized,  economical, 
and  finished  workmanship,  has  produced  a  saving 
in  the  total  working  cost  in  proportion  to  the  output 
that  the  actual  expenditure  on  current  advertising, 
freight,  and  administration  is  probably  far  smaller  than 
that  of  any  other  firm  making  a  competitive  article. 
The  retention  of  this  proud  position  by  "  Singers  " 
depends  entirely  upon  their  retention  of  the  standard 
of  quality  which  the  "  Singer  "  users  have  been  led 
by  past  experience  to  expect.  Any  falling  off 
from  that  standard  would  come  back  upon  the  firm 
with  a  hundredfold  boomerang  force,  and  into  the 
breach  would  spring  some  newer  competitor.     The 
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oldest  firm  must  ever  be  the  youngest  if  it  would 
also  be  the  foremost  in  its  own  particular  branch  of 
industry. 

As  I  have  attempted  to  show,  however,  that  the  inert- 
social  organization  is  an  imperfect  and,  in  many  '"^^^  ^*^* 
ways,  a  cruel  one,  I  am  also  aware  that  any  institution, 
however  beneficial  to  the  community  as  a  whole, 
must  have  enemies  somewhere.  These  enemies 
may  be  animated  by  prejudice,  or  they  may  be  ani- 
mated by  what  they  conceive  to  be  something  detri- 
mental to  their  self-interest  in  its  smaller  sense. 
So  I  am  aware  that  the  question  of  "  Who  Pays  for 
Advertising  ?  "  will  find  an  answer  in  those  quarters 
which  are  most  inimical  to  advertising,  and  that 
answer  will  not  be  the  true  one  but  rather  the  one 
which  is  calculated  to  do  advertising  the  most 
harm. 

I  am  not  imputing  base  motives  to  anyone  or  to  ^  simile 
any  class.  I  am  simply  asserting  that  the  public 
good  of  advertising  immeasurably  exceeds  any 
possible  private  harm  it  may  temporarily  inflict 
upon  any  individuals.  It  was  Oliver  Wendell 
Holmes  who  said  that  you  cannot  turn  over  a  soil- 
embedded  stone  in  any  field  without  uncovering 
strange  insects,  and  these  insects,  surprised  and  re- 
sentful at  their  sudden  exposure  to  the  light  of  day, 
hurry  and  scurry  excitedly  in  all  directions  in  vain, 
impotent  protest  against  their  rude  awakening. 

There  is  a  dialogue  in  one  of  Ibsen's  plays  between  A  simple 
a  shipowner  who  wishes  to  introduce  certain  inno-  ^'"" 
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vations  in  his  yard  and  a  foreman  who  objects  to 
displacing  the  labour  involved.  "  But,"  says  the 
shipowner,  "  did  not  printing  displace  the  copyists  ?  " 
"  And,"  replies  the  foreman,  "  would  you  not  have 
resented  it  had  you  been  a  copyist  ?  "  So,  too,  the 
magistrates  of  a  small  German  town  a  century  or 
so  ago  took  the  shortest  possible  way  of  suppressing 
riots  which  were  threatened  by  the  introduction 
of  a  new  invention  by  the  simple  plan  of  strangling 
the  inventor  and  destroying  his  contrivances.  It 
would,  of  course,  be  quite  out  of  the  question  now  to 
think  of  strangling  the  80,000  people  engaged  in 
advertising  and  the  greater  number  of  firms  who 
make  use  of  their  services.  In  all  history  the  dis- 
placement of  effete  methods  by  more  modern  inven- 
tions has  been  the  cause  of  social  problems  which 
have  taxed  the  brains  of  the  authorities  and  of 
the  economists.  But  the  sound  inventions  have 
won  through,  and  it  was  not  the  inventions  but 
defective  social  organization  which  made  a  curse 
of  a  potential  blessing. 

Advertising  is  to-day  acting  with  beneficial  effects 
as  great  as  those  of  any  series  of  epoch-making 
inventions,  and  it  is  simultaneously  helping  to  combat 
the  defective  social  organizations  amid  which  it 
operates.  Yet  it  is  "  paid  for  "  by  some  individuals 
or  by  some  classes.  Who  are  they  ?  To  whom  is 
advertising  antagonistic  ?  Who  pays  for  adver- 
tising ? 


CHAPTER  VI 
WHO  PAYS  FOR  ADVERTISING  ? 

"  Homo  komini  lupm" — ^Plautus. 

"  Tfie  price  of  liberty  is  eternal  vigilance" — J.  S.  Mill. 

"  Bis  peccare  in  helium  non  licet,''* 

ABOUT  400  B.C.  the  Gauls  besieged  Rome  Historic 
after  a  brief  campaign,  and  Brennus,  their  ^^^  ^^^ 
chief,  agreed  to  depart  in  return  for  a  certain 
weight  in  gold.  When  the  scale  was  so  accurately 
balanced  that  it  was  hard  to  tell  which  was  the 
heavier,  the  weights  or  the  gold,  the  Roman  Fathers 
stood  grudgingly  by  and  would  not  permit  more 
gold  to  be  cast  in  the  scale.  Seeing  this,  Brennus 
drew  his  heavy  sword,  and,  casting  it  among  the 
weights — an  example  followed  by  his  train — made 
the  Romans  pour  in  sufficient  gold  to  send  up  the 
weight  originally  agreed  upon  plus  the  weight  of 
the  heavy  swords,  exclaiming,  "  Vce  Victis ! " 
This  curt  but  eloquent  phrase  is  usually  translated, 
"  Woe  to  the  vanquished  !  "  but,  by  Carlyle,  more 
correctly  and  forcibly,  I  think,  as  "  The  Loser 
Pays !  " 

It  has  been  so  through  all  time — ^the  loser  does 
pay.  Commerce  is  bloodless  warfare,  and  advertising 
is  its  heavy  artillery.     Who  pays  for  its  use  ? 

76 
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Loss  or  It  is  here  necessary  to  define  the  meaning  and 
bargain/  application  of  the  verb  "to  pay."  Strictly  speak- 
ing, I  want  rather  to  know  who  pays  in  the  sense 
of  who  loses,  or  who  pays  with  no  adequate  recom- 
pense ?  To  pay,  in  the  sense  implied  in  the  present 
contentions,  is  to  suffer  the  ultimate  unrecompensed 
loss,  or  to  be,  as  it  were,  the  last  link  in  a  chain  of 
sequence,  just  the  same  as  the  recipient  of  a  cannon- 
ball  pays  his  life  for  his  error  of  being  in  the  way, 
or  just  the  same  as  the  extra  gold  equal  to  the  weight 
of  the  swords  of  Brennus  and  his  followers  was  an 
unremunerated  addition  to  a  fixed  bargain,  being 
the  penalty  of  a  calculating  meanness. 

If,  then,  the  minimum  "  selling  cost  "  of  a  certain 
article  under  old  methods  of  trading  was  50  per 
cent.,  and  if  by  advertising  this  selling  cost  is 
reduced  to  25  per  cent.,  the  consumer  can,  in  one 
sense,  be  said  to  pay  25  per  cent.,  but  I  contend 
he  has  actually  saved  25  per  cent.,  and,  therefore, 
in  a  relative  and  not  in  an  absolute  sense,  has  not 
paid  as  I  understand  the  term. 

My  point  is,  perhaps,  clearer  when  I  say  that  under 
old  marketing  conditions  an  article  was  sold  at  6d., 
and    that,    through    selling    economies    effected    by 
advertising,  the  price  is  reduced  to  4jd.     The  con- 
Some        sumer  has  actually  saved  Ijd. 

effects  Yt  can  often  also  happen  that  the  actual  cost  of 

manufacture  of  100  articles  may  be  3d.,  and  the 
selling  price  6d.  If,  by  advertising,  a  demand  were 
created  for  1000  of  the  same  article  the  cost  per 
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unit  of  the  extra  900,  produced  by  a  continuous 
repetition  of  the  initially  costly  operations  necessary 
in  any  case  to  produce  100,  would  probably  sink  to 
2d.  or  even  to  l^d. 

Therefore  efficient  advertising  demonstrably  effects  More 
a  saving  both  in  the  cost  of  manufacture  and  the  ^-w^^'* 
cost  of  selling,  subject  to  the  Law  of  Diminishing 
Returns  in  the  proportion  of  results  secured  to 
expenditure  involved.  If  we  apply  the  double 
operation  simultaneously  to  the  instances  given 
above  we  find  the  following  remarkable  economic 
phenomena.  The  original  cost  of  manufacture  is 
3d.,  and  the  cost  of  selling,  including  profits,  is  also 
3d. ;  the  selling  price  is  6d.  Now  the  selling  cost 
is  reduced  from  50  per  cent,  to  25  per  cent.,  and  at 
the  same  time,  by  increased  output,  the  cost  of 
production  per  unit  is  reduced  from  3d.  to,  say,  2d. 
Therefore  when  the  lower  selling  cost  of  25  per  cent, 
is  added  to  the  lower  production  cost  of  2d.,  the 
sale  price  of  the  former  6d.  article  becomes- (or  could 
become)  3d.  But  in  actual  practice  the  full  benefit 
of  these  social  economies  does  not  filter  through  to 
the  consumer  (I  have  already  declared  that  I  deal 
with  practically  concrete  and  not  abstractly  ideal 
conditions),  but  just  sufficient  advantage  works 
through  to  the  consumer  to  show  him  a  decided 
advantage  over  the  next  nearest  competitor.  The 
social  waste,  however,  is  steadily  eliminated,  and 
the  operations  of  commerce  are  brought  to  a  more 
rational  and  intelligible  basis,  while  the  dominant 
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power  passes  more  and  more  steadily  into  the  hands 
of  the  much-courted  consumer. 
Not  By  "  paying,"  therefore,  I  do  not  mean  the  receipt 

repeae  ^^  ^  service  or  commodity  in  relative  excess  to  the 
actual  cost.  In  a  debate  on  this  very  question  at 
the  Aldwych  Club  I  endeavoured  to  emphasize  this 
point  by  selling  a  shilling  for  sixpence.  I  then 
asked  whether  the  purchaser  (or  "  consumer ") 
could  be  said  to  have  "  paid  "  when  the  transaction 
had  obviously  doubly  reproduced  his  outlay.  So 
with  the  consumer  in  the  instances  I  have  specified. 
In  each  case  his  return  is  more  than  commensurate 
with  his  outlay,  and  in  a  practical  relative  and  not 
a  theoretical  absolute  sense  he  has  gained  by  a 
remunerative  exchange. 

But  when,  in  further  illustration  of  my  point,  I 
asked  anyone  present  to  pay  me  Is.,  and  calmly 
pocketed  it,  I  demonstrated  the  phase  of  "  paying  " 
which  I  now  have  in  mind.  In  essence  the  man  who 
received  Is.  for  6d.  did  not  actually  pay  in  the  sense 
of  utter  loss,  but  the  man  who  parted  with  his  Is, 
lost  his  money  with  no  corresponding  recompense. 
*'  Quid  This  is  the  crux  of  the  whole  question  of  the  pay- 

^^^  „  ment  for  advertising.  By  comparison  with  existing 
methods  of  selling  all  parties  directly  interested  in 
legitimate  and  effective  advertising  derive  far  more 
from  it  than  its  actual  cost  to  them.  The  successful 
advertiser  increases  his  total  turnover,  reduces  his 
selling  costs  per  £l  of  his  sales,  reduces  his  cost  of 
production  per  unit,  reduces  his  freight  charges  per 
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case  or  ton  of  raw  material,  simplifies  and  cheapens 
his  distribution,  reduces  the  proportion  of  standing 
charges  per  sale,  and  builds  up  an  asset  of  "  good- 
will "  which  can  often  be  sold  for  ten  times  as  much 
as  the  total  advertising  expenditure  which  was  the 
main  instrument  in  its  creation. 

It  is  interesting  to  note  that  the  main  factors  in  Possible 

cost  upon  which  increased  output  can  effect  economies  ^'^^wo- 

mtea 
vary  according  to  the  nature  of  the  product.     Gene- 
rally speaking,  however,  the  most  obvious  economy 
from  increased  output  is  secured  by  what  is  known 
as  "  repetition  work  "  whereby  when  a  plant  is  once 
"  set  "  it  can  keep  turning  out  simple  commodities 
or  components  without  a  break  in  the  manner  so 
dear  to  the  heart  of  the  factory  manager.     This  is 
not  always  the  main  saving  however.      The  three 
broad  factors  in  which  saving  can  be  effected  by 
increased  output  and  which  dominate  selling  cost 
are  :   Manufacture^  as  in  the  case  of  screws  ;   Assem- 
bling (or  a  combination  of  both),  as  in  the  case  of 
typewriters,   motor-cars,  &c.  ;    and  Delivery,  as   in 
the  case  of  salt,  coal,  and  many  kinds  of  cheap  hard- 
ware.    It   is   often   possible   that   concentration   of 
production  in  the  hands  of  one  firm,  and  consequent 
greater  and  more  regular  volume  of  freight  to  and 
from  the  factory,  can  even  effect  more  important 
economies  in  distribution  than  in  actual  manufacture. 
The  old  and  well-worn  illustration  of  six  milkmen 
serving  the  same  street  shows  the  enormous  waste 
in  distribution  which  saner  methods  can  combat. 
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What  The   question   of   "  goodwill  "   to   which   I   have 

f,?^, '.     alluded    is  an  asset  which  alone  has  enough  social 

will      IS  ° 

importance  to  merit  more  recognition  from  the 
economists  than  it  gets,  and  it  simply  represents 
the  inherent  human  tendency  to  habituate  in  the 
mode  of  expenditure  as  much  as  in  the  general  mode 
of  life.  The  life  of  the  average  individual  necessarily 
becomes  regulated  by  the  experience  acquired  of 
the  "  tested  best  "  or  "  tested  congenial,"  and  depar- 
tures from  set  habits  are  comparatively  rare.  Hence, 
a  goodwill  generated  towards  an  advertised  firm, 
product,  or  service  is  a  social  economy,  and  in  place 
of  the  previous  picking  and  choosing  the  consumer 
simply  asks  for  a  monosyllabic  or  a  bisyllabic 
product  for  a  specific  need.  The  gain  is  thus  clearly 
with  the  advertiser  far  beyond  the  extent  of  his 
expenditure. 
*  A  side-  The  publisher  cannot  in  any  sense  be  said  to  pay 
for  advertising,  for  it  is,  in  essence,  the  utilization 
of  a  former  waste  product.  If  two  papers  each 
circulate  100,000  copies,  one  paper  containing  adver- 
tisements and  the  other  with  no  advertisements, 
the  actual  cost  of  selling  and  distribution  of  both 
would  remain  equal.  This  actual  saving  thus  effected 
by  advertising  can  be,  for  instance,  contrasted  with 
an  enormous  economic  waste  in  no  less  an  institution 
than  the  much-belauded  Post  Office.  The  actual 
weight  of  letters  sent  by  penny  post  does  not  average 
more  than  one-eighth  of  the  weight  which  could  be 
sent  for  the  same  money,  but  the  cost  of  delivery 


line 
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still  remains  the  same  to  the  sender.  The  news 
value  of  the  paper  containing  the  advertisements 
is  always  far  greater  than  the  paper  with  no  adver- 
tisements, for  such  advertisements  are,  as  I  have 
said,  "  trade  news,"  eagerly  consulted  by  innume- 
rable readers  who  profit  not  only  by  the  "  display," 
but  also  by  the  "  small  "  advertisements,  from 
''  Births,  Marriages,  and  Deaths,"  to  "  Situations 
Vacant."  In  regard  to  the  latter  class,  by  the 
way,  how  many  critics  of  advertising  occupy 
social  positions  which  are  directly  or  indirectly  due 
to  an  inserted  or  answered  advertisement  ?  Do 
you? 

Some  interesting  figures  showing  the  economy  of  ^  f^^^ar 
apparently  extravagant  advertising  have  been  issued 
from  time  to  time.  I  will  adduce  two  instances  only. 
The  London  Daily  Mail  charges  £350  for  one  insertion 
of  an  advertisement  to  occupy  the  whole  of  its  front 
page.  It  circulates  nearly  a  million  copies.  Now 
to  print  and  distribute  an  equal  number  of  similar 
announcements  in  any  other  way  is  impossible  at 
less  than  eight  or  ten  times  the  above  cost.  Moreover, 
as  part  of  a  daily  paper  the  advertisement  secures 
a  longer  life  and  secures  much  ^greater  prominence 
than  it  would  if  distributed  separately. 

The  internationally  famous  trade  publication 
L'Exportation  Beige  issues  the  following  interesting 
calculations  : 

"  A  manufacturer  wishing  to  make  known  a  product  Another 
decides  to  send  out  circulars.     The  cost  of  this  can  ^^*^ 
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be  compared  with  the  actual  advertising  charge  of 
VExportation  Beige, 

90,000  circulars  for  abroad 

60,000  circulars  for  Belgium 

Frs. 

150,000  circulars  at  (minimum)  10  fr.  per  1000  .         .       1500 
150,000  wrappers  and  cost  of  addressing  at  5  fr.  per 

1000 750 

90,000  stamps  at  5  c 4500 

*60,000  stamps  at  1  c 600 

Total  cost  of  the  circulars         .....  7350 

Total  cost  of  one  page  in  our  Review  for  a  year         .  2000 

(Circulation  150,000)  

Saving  for  advertiser  ....  5350 

"  Other  advantages.  The  circulars  reach  the 
buyer  once  only  ;  our  review  reaches  him  twenty-four 
times  in  a  year.  A  large  proportion  of  the  circulars 
for  abroad  may  never  arrive,  or  may  arrive  in  a  bad 
condition,  or  may  not  be  read  at  all.  The  page  in 
the  review  will  be  translated  into  four  different 
languages  for  the  four  different  editions." 

It  should  be  remembered  that  the  readers  of  this 

paper  buy  it  largely  because  they  want  to  read  the 

advertisements  in  it. 

Gas-  From  these  and  other  instances  it  will  be  seen 

works        i^jjat  the  economy  of  Press  advertising  arises  from 

hoard-       ^^^  being  an  incidental  adjunct  to  a  pre-existing  and 

*^»^«  socially  essential  function  of  news  distribution,  and 

the  publisher,  therefore,  benefits  as  directly  and  as 

*  Note  that  this  is  at  the  cheap  rate  of  about  ten  a  penny, 
Belgian  inland  postage. 
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greatly  as  did  the  gas-works  when  the  former  refuse 
and  waste  products  of  coal  were  suddenly  discovered 
to  contain  invaluable  chemicals  and  dyes.  Exactly 
the  same  applies  to  the  utilization  of  neglected  waste 
spaces  by  the  billposter,  the  actual  space  occupied 
forming  the  raw  material  which  is  thus  made  a  repro- 
ductive commercial  asset.  Because  the  hoardings 
are  not  perfect  connotes  a  need  for  intelligent  and 
sympathetic  effort  for  their  still  further  improvement, 
but  by  no  means  indicates  a  need  for  their  abolition. 
Many  a  bright  and  cheerful  hoarding  serves  to  cover 
an  ugly  eyesore  and  to  cloak  a  howling  and  neglected 
wilderness.  Many  a  humorous  and  artistic  poster 
has  served  to  brighten  the  outlook  and  enliven  the 
vision  of  thousands  of  jaded  workers. 

The  advertiser,  the  publisher,  and  the  billposter 
therefore  are  clearly  gainers  by  the  influence  of 
advertising.  The  service  agencies  and  other  experts 
whose  business  it  is  to  develop  the  volume  of  advertis- 
ing and  to  increase  its  efficiency  also  clearly  profit 
from  their  devotion  to  their  fascinating  and  useful 
chosen  avocation. 

The  consumer,  also,  consults  advertising  in  order  A  queiy 
to  find  where  he  can  secure  the  best  and  cheapest  '^""~" 
and  most  congenial  goods  or  services.  As  it  is  the 
function  of  advertising  to  convey  this  information, 
and  as  the  very  success  of  advertising  depends  upon 
its  efficient  performance  of  this  function  it  is  clear 
also  that  the  consumer  benefits  and  saves  through 
the    influence    of    advertising.      I    am    voicing    no 
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sophistry  but  am  stating  the  apparently  paradoxical 
fact  that  every  interest  which  is  directly  associated 
with  advertising  derives  a  greater  return  from  it 
than  the  actual  expenditure  upon  it.  What  is  the 
explanation  of  this  apparently  contradictory  fact  ? 
Who  actually  pays  for  advertising  ?  The  answer 
is  implied  in  the  foregoing  chapters  of  this  book.  I 
will  now  endeavour  to  make  this  answer]  more  specific. 
The  burden  of  the  cost  of  advertising  is,  similarly 
to  the  cost  of  every  other  successful  institution, 
borne  by  the  older  institutions  which  it  displaces, 
and  in  the  place  of  antiquated,  cumbrous,  costly, 
and  wasteful  methods  of  selling,  society  proceeds 
with  the  simpler,  more  economical  and  reproductive 
system  of  advertising. 

its  The    burden  of  advertising  is,  broadly  speaking, 

answer      distributed  upon  a  sort  of  economic  structure  consist- 
ing of  four  legs  and  a  plateau. 

The  cost  of  ineffective  and  misdirected  advertising 
is  borne  absolutely  by  the  inefficient  or  misguided 
advertiser. 

In  the  second  place,  the  cost  of  successful  fraudu- 
lent advertising  and  of  the  advertising  of  worth- 
less "  quack  "  mixtures,  beauty  preparations,  char- 
latans, horoscopes,  and  similar  humbugs  is  borne 
by  the  deluded  and  feeble-minded  "  consumers  " 
who,  if  not  thus  defrauded  by  advertising,  would 
have  been  just  as  likely  to  be  defrauded  (as  they 
probably  are  also)  in  some  other  way.  The  magic 
charms  of  the  ancient  East,  the  love  philtres  and 
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elixirs  of  the  Middle  Ages  show  us  that  this  kind  of 
hoary  fraud  exists  quite  independently  of  advertising. 
The  cost  of  the  advertising  of  such  articles  of 
luxury  as  are  only  within  the  reach  of  a  very  limited 
class  of  extremely  wealthy  people,  is  borne  either  by 
the  displacement  of  the  potential  purchase  of  some 
other  luxury,  or  by  an  addition  to  the  current  expen- 
diture at  the  expense  of  the  margin  of  income  over 
expenditure  which  would  ordinarily  have  been  placed 
in  the  bank,  or  directly  invested  in  some  commercial 
or  industrial  undertaking  at  home  or  abroad.  I  shall 
revert  to  this  point  in  the  next  chapter. 

The  cost  of  the  advertising  of  the  staple  com-  Sad  but 
modities  of  life  (from  90  per  cent,  to  99  per  cent,  of  ^^^'^ 
all  advertising)  is  borne  by  the  makers  of  the  non- 
advertised  and  unbranded  staple  articles  which  the 
advertised  brands  succeed  in  displacing.  This  means 
that  the  actual  cost  of  the  advertising  of  staple  com- 
modities is  mainly,  sometimes  almost  wholly,  borne 
by  the  firms  who  do  not  advertise.  I  shall  devote 
further  attention  to  the  development  of  this  conten- 
tion in  later  pages. 

The  foregoing  represent  the  four  economic  legs 
of  the  structure  which  serves  to  support  the  system 
of  advertising.  The  plateau  of  the  structure  consists 
of  the  antiquated  general  secret  and  indefensible  selling 
methods  which  advertising  is  combating  and  defeating, 
and  which  depended  largely  upon  purely  personal 
connexion  and  more  or  less  subterraneous  influence. 
The  combination  of  all  factors  thus  assembled  gives 
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Social 


eloquent  expression  to  the  social  service  rendered  by 
honest,  legitimate,  effective,  and  useful  advertising. 

There  is  the  vitally  important  further  factor, 
economy  ^jj-g^jy  mentioned,  of  the  centralization  of  produc- 
tion effected  by  advertising  and  the  consequent 
decrease  in  the  cost  of  production  and  distribution 
per  unit,  but,  in  the  last  analysis,  this  is  only  another 
form  of  the  expression  that  the  non-advertiser  pays, 
for,  as  I  shall  endeavour  to  show,  the  bulk  of  the 
extra  production  thus  concentrated  in  a  single  manu- 
factory, or  the  increased  turnover  of  a  great  store, 
is  the  potential  demand  which  would  otherwise  have 
been  supplied  by  the  non-advertiser  whose  inactivity 
has  led  to  his  loss  of  this  part  of  his  custom. 

Perhaps  a  few  illustrative  figures  will  serve  to 
demonstrate  the  truth  of  my  main  contentions.  To 
use  a  simile  of  Dr.  Johnson,  I  carve  no  economic 
faces  on  cherry-stones,  but  aim  only  to  hew  roughly 
the  lineaments  of  an  existing  economic  colossus.  I 
split  no  hairs,  but  present  in  figures  as  in  text  the 
broad  and  simple  considerations  which  impress  me 
with  the  truth  of  my  contentions. 

I  am,  in  fact,  prepared  to  give  full  sympathy  to 
the  views  of  those  who  will  say  that  even  good 
advertising  can  be  positively  harmful  in  specific 
cases  and  from  the  view-point  of  the  more  or  less 
selfish  and  exceptional  individual.  When  one  has 
discovered  an  idyllic  spot,  for  instance,  "  far  from 
the  madding  crowd,"  unknown  to  the  many,  un- 
touched by  the  railway,  and  reserving  its  charms 


Unwel 
come 
adver- 
tising 
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for  the  initiated  few,  it  is,  I  admit,  somewhat  sad 
for  such  a  one  to  find  that  his  quiet  and  beautiful 
retreat  has  become  known  and  advertised.  Then, 
with  a  shudder,  such  an  individual  and  his  like  may 
sorrowfully  pack  their  bags  and  belongings  and 
vanish  like  mist  in  search  of  another  undiscovered 
nook  or  corner,  what  time  the  tripper  comes  and 
multiplies  himself,  as  he  is  wont  to  do,  leaving  traces 
of  his  advent  long  after  his  departure.  But  this, 
I  say,  is  not  an  argument  against  advertising  but 
against  the  purely  human  condition  of  things  under 
which  the  presence  of  one's  fellow  man  can  be 
regarded  as  an  undesirable  nuisance.  The  "  fellow 
man,"  thus  introduced,  of  course,  has  his  own  view- 
point regarding  the  value  of  such  advertising,  the 
reverse,  of  course,  to  that  of  the  former  favoured 
occupant  of  the  scenes  of  beauty. 

I  follow  no  school  or  creed  of  economics,  discerning  No 
an  element  of  truth  in  each  economist  and  a  monopoly  ^^S^^ 
of  truth  in  none.  Smith,  Ricardo,  Mill,  Marx, 
Rogers,  Marshall,  Kropotkin,  and  every  other  econo- 
mist may  often  express  a  true  thought  or  fact  in 
support  of  a  false  contention.  Like  the  busy  bee 
among  the  flowers,  I  sip  a  modicum  of  knowledge  from 
each,  but  make  my  abiding-place  with  none.  I  will 
only  venture  to  say  that  a  study  of  "  Fields,  Factories, 
and  Workshops,"  by  Prince  Kropotkin,  would  repay 
any  serious  mortal,  and  would  serve  to  simplify 
some  of  my  most  vital  contentions  apart  from  those 
directly  relevant  to  advertising. 


CHAPTER  VII 

SOME  ILLUSTRATIVE  FACTS,  FIGURES,  AND 
FANCIES 

"  Commovent  homines  non  res,  sed  de  rebus  opinionesy 

Epictetus. 

WHILE  I  do  not  adopt  any  superior  person 
attitude,  I  would  point  out  that  there  is 
a  wide  variety  of  the  vaguest  thinking ' 
in  regard  to  the  possible  results  from  the  better 
organization  of  society. 
Two  On  the  one  hand  we  have  a  school  of  thinkers,  of 

schools  which  Tolstoy  was  the  leading  exponent,  whose 
view,  briefly  summarized,  was  that  as  the  resources 
of  society  are  obviously  inadequate  to  provide  a 
"  ceiled  house "  and  comfortable  conditions  for 
more  than  a  small  proportion,  so,  therefore,  the 
possession  of  a  ceiled  house  and  comfortable  con- 
ditions implies  social  robbery  by  an  appropriation 
of  more  than  a  fair  share  of  the  total  product,  and 
that  logically  the  only  honest  course  is  to  forgo  the 
possession  of  those  comforts  of  which  there  are  not 
enough  to  go  round. 

At  the  other  extreme  is  a  school  of  thinkers  who 
vaguely  conceive  "  wealth  "  to  be  an  enormous  and 

inexhaustible  ocean  which,  if  properly  tapped  and 

88 
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brought  to  society  by  reconstructed  conduits,  would 
effect  a  degree  of  welfare  and  comfort  among  all 
classes,  which  degree,  however,  they  do  not  venture 
to  define.  They  do  not  say  whether  the  resultant 
comparative  position  of  the  "  Demos  "  will  be  then 
equal  to  the  present  position  of  the  better-paid 
workers,  of  the  middle  classes,  or  of  the  moderately 
wealthy. 

There  are  innumerable  grades  of  thought  in 
between  the  two  extremes  which  I  have  so  roughly 
sketched,  but  in  considering  the  question  I  will  come 
at  once  to  the  fundamental  and  basic  consideration, 
which  I  express  as  follows  : 

Is  there  inherent  in  society  a  certain  adamantine  A  basic 

limit,  set  by  immutable  natural  conditions,  which  ^^^f*"^" 

,      ,    .  ration 

prevents   the   individual   share   of  the  total   social 

product,  even  under  the  most  efficient  social  organi- 
zation and  economical  production,  from  exceeding 
a  very  moderate  standard  of  comfort  and  which 
also  prevents  the  average  individual  from  attaining 
control  of  more  than  a  very  limited  portion  of  the 
total  wealth  ? 

To  illustrate  my  meaning,  it  will  be  agreed  that 
under  no  social  organization  will  it  be  possible  for 
every  individual  to  own  his  own  yacht.  That  is 
a  reductio  ad  absurdumt  but,  as  such,  is  a  useful 
illustration. 

Neither  would  it  be  possible  for  every  individual 
to  own  his  own  motor-car,  for  by  the  most  con- 
servative   computation    even    the    cheapest    motor 


deduc 
tions 
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embodies  and  represents  at  least  a  year's  labour 
of  an  individual,  and,  apart  from  the  comparatively 
brief  duration  of  its  own  life,  there  is  also  the  cost  of 
petrol,  considerations  of  the  total  available  supply, 
and  the  questions  of  repairs,  upkeep,  and  a  hundred 
other  points. 

Some  Still    further,    I    seriously    affirm   that    it    would 

even  be  economically  impossible  for  every  adult 
to  play  golf.  If  one  takes  into  consideration  the 
limitations  of  the  actual  total  area  of  the  kingdom, 
and  of  the  area  available  for  this  purpose,  the  com- 
parative difficulty  of  access  to  links  even  with  the 
present  small  proportion  of  players,  it  can  be  imagined 
that  strange  phenomena  would  result  from  a  social 
organization  which  placed  the  leisure  and  the  means 
for  the  game  within  the  reach  of  our  teeming 
millions. 

I  ask  those  who  condemn  the  football  crowds 
each  Saturday  whether,  instead  of  being  mere  spec- 
taiorSf  it  is  feasible  that  they  should  all  play  football  ? 
I  imagine  that  such  an  attempt  would  have  curious 
effects  upon  the  land  values  around  our  industrial 
centres,  while  London  would  form  a  puzzle  which  I 
quite  give  up. 

Curious  There  are  and  there  always  will  be  certain  limi- 
tations walling  in  the  physical  life  and  scope  of  the 
individual,  and  the  day  on  which  the  practice  of 
"  Thrift  "  in  the  sense  of  Samuel  Smiles  enables 
everybody  to  retire  will  mark  the  period  when  the 
angels  from  Heaven  come  down  to  work  in  our 


conse- 
quences 


SOME  FACTS,  FIGURES,  AND  FANCIES   91 

service.     Much  more  to  the  practical  point  is  the 

trouble  of  the  poorly  paid,  poorly  housed,  and  poorly 

fed  isolated  agricultural  labourer  in  a  lonely  district, 

whose  chief  envy  of  his  more  fortunate  brother  in 

the  village  or  town  is  the  accessibility  of  a  picture 

palace  or  of  some  other  brightness  denied  to  him 

in  his  loneliness,  and  surrounding  the  city  dweller 

until  he  is  puzzled  for  a  choice  to  spend  his  threepence, 

so  varied  is  the  selection  before  him. 

Therefore,  even  under  an  organization  of  society  indis- 

in  which  economical  production  was  deified,  in  which  P^^^^^^^ 

^  .        reserve 

every  one  worked  only  in  some  phase  of  production 

or   distribution,    and    from  which   all   drones   were 

deleted,  there  would  still  be  an  obvious  limitation 

to  the  total  annual  product,  of  which,  as  now,   a 

portion  would  become  converted  into  social  capital 

or  general  reserve,  from  seed  corn  to  engineering 

plant.     We  can  therefore  aim  at  the  amelioration 

of  social  conditions,  but  we  cannot  aim  at  an  unlimited 

control   of   wealth   for   each   and    every   individual 

member  of  society. 

It  is  also  very  much  to  the  point  to  observe  that  The 

the  present  writer  and  99  per  cent,  of  his  readers  !^f^"  ^" 

are,  of  course,  town  dwellers.     The  progress  made  by  element 

industry  and  the  phenomenal  development  in  rapid 

manufacture  is  the  outstanding  feature  to  us.     We 

are  apt  to  forget  that  the  whole  progress  of  society 

is  dependent  upon  the  progress  of  agriculture,  the 

very  basis  of  all,  just  as  the  march  of  an  army  is 

governed  not  by  the  speed  of  its  fastest  but  by  the 
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speed  of  its  slowest  battalion  or  arm.  The  cavalry, 
the  mounted  infantry,  or  even  the  horse  artillery 
could  dash  on  ahead,  but  what  could  they  do  without 
the  main  army  ?  They  could  simply  invite  complete 
annihilation.  Therefore,  chafing  at  the  bit,  the 
light  and  mobile  arms  of  the  service  are  forced  to 
attend  the  onward  plod  of  the  infantry  battalions. 
Agri'  During  four  seasons  of  the  year,  during  any  of 

culture  ^Yie  365  days,  industry  can  proceed  apace,  little 
heeding  the  state  of  the  weather,  little  heeding 
the  drought  or  the  dew.  But  for  the  agriculturist 
there  is  one  concrete  impediment  which  limits  his 
progress  and  retards  his  development  far  behind  the 
relative  progress  of  the  industrialist.  He  can  produce 
as  a  general  rule  only  one  crop  per  annum,  and  the 
rigidity  of  this  limitation  holds  him  fast.  I  am 
not  concerned  with  the  special  forms  of  market 
gardening  in  which  certain  crops  can  be  produced 
one  after  another  throughout  the  year.  I  am 
concerned  with  the  mighty  crops  of  cereals  which 
are  the  very  basis  of  human  life.  We  could  survive 
and  even  smile  at  a  "  brass  "  famine,  but  a  food 
famine  is  death,  disaster,  and  desolation.  I  know 
that  intensive  agriculture  can  partly  enhance  the 
productivity  of  a  given  area,  but  only  by  an  intensi- 
fication of  the  labour  exerted  upon  it.  I  know  that 
steam-ploughs  can  achieve  much  saving  of  labour, 
but  they  cannot  produce  an  extra  annual  crop. 
I  know  that  a  second  crop  of  cereals  can  sometimes 
and  under  specially  favourable  conditions  be  secured. 
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but  the  general  statement  is  as  I  put  it.  I  know  that 
"  industriaHzed  agriculture  "  as  practised  in  Denmark 
can  produce  all  the  year  round  regular  and  huge 
supplies  of  butter,  eggs,  and  general  dairy  produce, 
but  even  this  is  the  result  of  the  use  of  cattle  cake 
and  cattle  foods  produced  from  the  annual  Eastern 
and  American  crop  of  cotton  seed,  linseed,  soya 
beans,  and  other  similar  products. 

Not  until  some  unborn  genius  can  produce  a  mid-  Our 
winter  wheat  crop  or  a  seasonal  instead  of  an  annual  I'^^v^ftj 
rotation  will  the  progress  of  agriculture  proceed  apace 
with  the  progress  of  industry.  I  raise  no  question 
as  to  the  impoverishment  of  soil  and  the  permanent 
necessity  to  enrich  it,  which  always  necessarily 
(on  the  whole  and  not  in  individual  cases)  falls 
below  the  former  richness.  I  raise  also  no  query 
as  to  the  consequences,  a  few  years  hence,  of  the 
necessary  impoverishment  of  the  virgin  soil  of  Canada, 
South  America,  and  elsewhere,  the  natural  and 
hitherto  untouched  richness  of  which  is  slowly  but 
surely  fading  before  the  riotous  demand  for  the 
products  of  extensive  agriculture.  I  make  also 
no  long  comment  upon  the  sinful  neglect  of  our  own 
national  agriculture  in  our  ambition  to  become  the 
paid  industrial  slaves  of  the  peoples  of  a  hundred 
countries  and  the  dwellers  in  a  thousand  isles.  I 
say,  briefly  and  emphatically,  that  when  all  economic 
excrescences  are  removed,  and  when  the  mind 
travels  to  find  the  essential  bases  of  society,  it  finds 
them  in  the  ring  of  the  poleaxe  and  in  the  nose  of 
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the  plough.  I  am  interested  in  the  facts  of  hfe  and 
I  strive  to  avoid  all  theoretical  arabesques,  be  they 
never  so  beautiful  and  enchanting  to  my  non-economic 
self  as  apart  from  my  work  as  author  of  this  book. 

There  are,  then,  definite  limitations  to  the  potential 
expenditure  and  total  wealth  of  a  perfectly  organized 
society,  and  even  such  a  society  would  still  be  subject 
to  earthquakes,  droughts,  tidal  waves,  shipwreck 
and  fire,  and  would  still  find  that  the  beauty  of 
nature  is  a  grim  redness  in  tooth  and  claw  which  a 
few  green  leaves  conceal.  I  will,  therefore,  in  con- 
formity with  the  purpose  which  I  have  already 
declared,  devote  my  attention  to  the  economics  of 
the  actually  existing  conditions,  and  continue  to 
ignore  the  beautiful  but  non-existent  intellectual 
Utopias  of  the  average  economist. 
No  When  I  pen  the  following  cold  facts  and  figures, 

po  I  ics  taken  from  Government  returns  and  from  the  works 
of  competent  authorities,  it  would  almost  seem  as  if 
I  were  using  the  arguments  of  Socialism,  so  crying 
are  the  anomalies  and  apparent  injustices  which 
they  exhibit,  but  I  assure  my  readers  that  I  have  no 
political  axe  to  grind  and  am  only  here  interested  in 
the  demonstration  of  the  economy  and  social  value 
of  advertising. 
Defini'  Few  men  of  normal  intelligence  will  confuse  the 
„"^'!!!  terms  "  wealth  "  and  "  money,"  neither  does  the 
present  writer.  The  annual  volume  of  wealth 
actually  produced  can  only  be  rendered  comprehen- 
sible and  reduced  to  a  concept  by  means  of  the  most 
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convenient  index,  i.e.  terms  of  money.  All  wealth 
being  the  product  of  labom*,  and  all  money  being 
but  a  symbol  signifying  potential  control  over  so 
much  wealth  or  so  much  labour,  we  will  define 
"  money  "  as  "  bottled  labour  "  or  "  tabloid  trouble," 
as  the  case  may  be. 

It  is  obvious  that  the  great  inequalities  of  wealth  Two 
and  income  involve  also  great  inequalities  in  pur-  ^f^"^*" 
chasing  power.  This  is  not  a  platitude,  as  the  fol- 
lowing remarks  will  show.  The  statement,  of  course, 
applies  to  the  individual  needs  of  man  and  does  not 
represent  the  relative  response  to  advertising  which 
may  result  from  or  through  each  separate  unit. 
An  underpaid  clerk,  for  instance,  may  be  employed 
in  the  buying  department  of  a  manufacturer's  or 
merchant's  office,  and,  in  that  capacity,  may  be  the 
master  of  the  allocation  of  many  thousands  of  pounds  in 
his  annual  purchases  and  yet  be  an  almost  negligible 
spending  power  in  his  private  capacity.  So,  too,  an 
underpaid  typist  may  nominate  the  new  machine 
which  is  to  be  purchased  and  a  wealthy  plutocrat 
may  leave  the  choice  and  purchase  of  a  car  to  a  poor 
chauffeur.  These  are  considerations  which,  though 
they  do  not  affect  the  total  national  expenditure 
in  the  eyes  of  the  economists,  have  yet  an  important 
and  vital  bearing  upon  the  incidence  and  effect  of 
advertising. 

I  adduce  the  above  consideration  to  make  clear 
the  need  for  circumspection  in  any  research  into  the 
question  of  the  effect  of  advertising  in  regard  to 
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income,  but  the  fact  remains  that,  in  the  last  analysis, 
the  effect  of  the  same  advertisement  differs  in  its 
economic  effects  according  to  the  social  position, 
habits,  and  temperament  of  its  readers,  from  those 
on  whom  it  is  totally  ineffective  and  inoperative 
to  those  who  at  once  proceed  to  spend  their  own 
or  another's  money  in  its  purchase. 
Cold  "  From  returns  obtained  from  8121  private  and 

fact  Government    works,     employing    862,365    persons, 

it  appears  that  the  average  annual  wage  per  head 
amounted  to  no  more  than  £50.  These  returns 
include  the  police  and  other  public  servants,  but 
do  not  take  any  account  of  agricultural  and  general 
labourers."  (Annual  Report  of  Labour  Department, 
Board  of  Trade,  1893-4,  C.-7565.)  Although  the 
figures  are  several  years  old  they  will  serve  our 
purpose,  for,  with  the  exception  of  the  growth  of 
advertising,  there  have  been  no  striking  subsequent 
signs  of  the  advent  of  the  millennium. 

At  the  other  end  of  the  social  scale  we  have  some 
equally  remarkable  considerations. 

"  The  landlords  (of  more  than  ten  acres)  number 
176,520,  owning  ten-elevenths  of  the  total  area." 
(Mulhall,  ''  Dictionary  of  Statistics.") 

"  Only  69  out  of  every  1000  persons  dying  leave 

behind    them   £300    worth   of    property   (including 

furniture),  and  only  97  per  1000  leave  any  property 

worth  mentioning  at  alV     (Cd.-3686.) 

ttdho^^        I  think,   however,  that  my  best  plan  will  be  to 

riiy  take  my  calculations  and  figures  unaltered  from  the 
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work  of  that  avowed  opponent  of  advertising 
Mr.  L.  G.  Chiozza  Money,  M.P.  I  shall  utilize 
the  tenth  (revised)  edition  of  "  Riches  and  Poverty  " 
(March  1911),  and  my  contentions  depend  less  upon 
the  absolute  exactitude  of  the  figures  than  upon  their 
broad  and  general  indication  of  existing  conditions. 
It  will  suffice  here  to  say  that  the  great  bulk  of  Mr. 
Money's  figures  are  derived  from  official  Govern- 
ment returns,  and  his  estimated  statistics  where 
such  returns  are  not  in  existence  are  based  upon 
data  which  are  sound,  logical,  and  convincing,  differing 
very  slightly  from  the  conclusions  of  other  independent 
thinkers,  and,  in  the  main,  uncontroverted  and 
unchallenged  by  his  political  opponents. 

From  this  book  I  extract  the  accompanying 
remarkable  diagrams  (pp.  98  and  99),  from  which  it 
will  be  seen  that  one-half  of  the  entire  income  of 
the  United  Kingdom  is  enjoyed  by  about  12  per 
cent,  of  its  population. 

In  the  population  figures  which  accompany  the  Some 
income  figures  it  is  necessary  to  remember  that  ^^'^^ 
individuals  and  not  families  are  shown.  To  arrive 
at  an  approximate  estimate  of  the  number  of  actual 
heads  of  families  (almost  invariably,  of  course, 
though  not  always  a  male  adult)  we  divide  by  five 
and  thus  find  that  the  incomes  above  £700*  per 
annum  (£634,000,000  in  all)  are  distributed  among 
no  more  than  280,000  families. 

Therefore,  not  only  is  one-half  of  the  total  income 
enjoyed  by  about  12  per  cent,  of  the  population, 

G 
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THE  EQUATOR  OF  BRITISH  INCOMES       W'' 


£909,000,000  per  annum 

taken  by 

5,500,000  people 

having  incomes  of  £160  and  upwards 

per  annum. 


£935,000,000  per  annum 

taken  by 

39,000,000  people 

having  incomes  below  £160 

per  annum. 


The  1908  Income  Tax  Exemption  Limit  of  £160  per  annum 
divided  the  National  Income  into  two  almost  equal  parts. 

(Ex  "  Riches  and  Poverty,"  1911  edition.) 
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BRITISH  INCOMES  IN  1908-9 


Rich 
1,400,000 

persons. 
£634,000,000 


Comfortable 

4,100,000  persons, 

£275,000,000 


POOR. 

39,000,000  persons. 

£935,000,000 


The    aggregate    income    of    the   44,500,000   people   of    the 
United  Kingdom  in  1908-9  was  approximately  £1,844,000,000. 
1,400,000     persons     took     £634,000,000 ;     4,100,000      took 
£275,000,000  ;  39,000,000  persons  took  £935,000,000. 
(Ex  "Riches  and  Poverty,"  1911  edition.) 
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but  more  than  one-third  of  the  entire  income  is  enjoyed 
by  less  than  one-thirtieth  of  its  people. 

It  is,  moreover,  demonstrated  by  Mr.  Money 
that  while  money  wages  had  remained  stationary, 
and  real  wages  (or  buying  power)  had  actually 
declined  in  the  five  years  preceding  his  researches 
for  the  1911  edition  of  his  book,  yet  there  was  clear 
evidence  that  the  wealthy  classes  had  increased 
their  share  of  the  national  dividend,  both  positively 
and  relatively. 

Here  are  some  figures  arrived  at  by  independent 
economists : 

"  THE  CLASSES 

More  "  The  total  amount  of  rent,  interest,  profits,  and 

•'^  salaries  was  estimated  some  years  ago  as  follows :  * 

Professor  Leone  Levi,  Times,  January  13,  1885  £753,000,000 
Professor  Alfred  Marshall,  Report  of  Industrial 

Remuneration  Conference,  p.  194  (1885)  .  675,000,000 
Sir.  R.  Giffen,  "Essays  in  Finance,"  vol.  ii, 

p.  467(1886) 720,000,000 

Mr.  Mulhall,  "  Dictionary  of  Statistics,"  p.  246  818,000,000 
Mr.  A.  L.  Bowley,  Statistical  Society's  Journal, 

vol.  Iviii,  part  2,  p.  284  (1891)     .  ,  .       912,000,000 

"  Since  these  estimates  were  made  the  wealth 
of  the  country  has  grown  greatly,  and  on  the  basis 
of  the  increase  in  gross  assessments  to  income  tax 
we  estimate  that  the  total  drawn  by  the  upper, 
middle,  and  trading  classes  amounts  at  present 
*  Fabian  Tract,  No.  5 
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to  about  £1,190,000,000  yearly,  or  just  under  two- 
thirds  of  the  total  produce. 


"  AND  THE  MASSES 

"  The  total  amount  of  wages  was  at  the  same  Still 

time  estimated  by  the  statisticians  :  ^^^^ 

^  figures 

Professor  Leone  Levi  (as  above)      •         •         .  £521,000,000 

Professor  A.  Marshall  (as  above)     .         .         .  500,000,000 

Mr.  Mulhall,  "  Dictionary  of  Statistics,"  p.  320  467,000,000 

Sir  R.  Giffen,  "Essays  in  Finance,"  vol.  ii, 

p.  467 550,000,000 

Mr.  J.  S.  Jeans,  Statistical  Society's  Journal, 

vol.  xlvii,  p.  631 600,000,000 

Mr.  A.  L.  Bowley  (as  above)  ....  699,000,000 

Some  further  striking  figures  are  adduced  by  Mr. 
Money  from  the  official  annual  returns  of  the  property 
left  at  death.  Taking  the  average  of  the  years 
1904-5  to  1908-9,  the  annual  mortality  was  683,000 
and  the  total  average  value  of  the  property  left 
each  year  was  £292,500,000.  Taking  the  value  of 
estates  of  over  £10,000  each,  the  remarkable  fact  is 
shown  that  each  year,  of  a  total  mortality  of  683,000, 
about  4000  persons  died  leaving  between  them  about 
£200,000,000  out  of  total  estates  declared  to  be 
worth  about  £300,000,000. 

Further,  the  total  of  683,000  contains  592,294 
poor  people  with  property  so  small  that  no  affidavit 
was  sworn,  the  total  value  of  their  combined  property 
being  estimated  at  £10,000,000. 
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Where  When  we  are  in  the  presence  of  such  a  state  of 

are  we .  ag^irs  as  this,  is  it  not  a  ludicrous  waste  of  intel- 
lectual effort  to  discuss  the  utility  of  the  work  of 
some  80,000  short-lived  and  not  over-remunerated 
hard-working  advertising  thinkers,  who  are  struggling 
to  shed  daylight  into  the  labyrinthine  complexities 
of  social  organization  ? 

Look  also  at  this  !  170  persons  die  per  annum 
worth  £150,000  each,  80  die  worth  over  £250,000 
each,  26  die  worth  over  £300,000  each,  and  7  die 
worth  about  £2,500,000  each.  On  an  average, 
therefore,  26  people  die  leaving  more  than  is  possessed 
by  654,000  poor  people  who  die  in  the  same  year. 
In  a  striking  sentence  Mr.  Money  says  :  "  Again, 
in  a  single  average  year  the  wealth  left  by  the  few 
rich  people  who  die  approaches  in  amount  the 
aggregate  property  possessed  by  the  whole  of  the 
living  poor." 
What  It  may  interest  our  readers  to  see  the  estimates 

of  the  national  income  formed  by  other  economists. 
They  are  as  follows  *  : 


we  make 


Sir  Louis  Mallet,  K.C.S.I.  (India  Office) 
1883-4,  "  National  Income  and  Taxation ' 
(Cobden  Club),  p.  23        . 

Professor  Leone  Levi  (King's  College 
London),  Times,  January  13,  1885    . 

Professor  A.  Marshall  (Cambridge  Univer 
sity),  Report  of  Industrial  Remunera 
tion  Conference,  p.  194  (January,  1885) 
upwards  of    . 

*  Fabian  Tract,  No.  6. 


£1,289,000,000 
1,274,000,000 

1,125,000,000 
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Mr.  Mulhall  (1892),"  Dictionary  of  Statistics," 

p.  320,  Income  for  1889  ....  £1,285,000,000 
Sir  R.  Giffen,  "  The  Wealth  of  the  Empire," 

Journal    of    Royal     Statistical    Society, 

vol.  Ixvi,  part  iii,  1903  ....  1,750,000,000 
Mr.  A.  L.  Bowley,  M.A.  (Appointed  Teacher 

of    Statistics,     University     of    London), 

Economic     Journalt     September      1904 ; 

Income  for  1903 1,800,000,000 

Mr.  L.  G.  Chiozza  Money,  M.P.,  "  Daily  Mail 

Year-Book,"  1908  ;   Income  for  1907        .        1,750,000,000 

"  The  gross  assessments  to  income  tax  have  risen 
from  £601,450,977  in  1881-2  to  £925,184,556  in  1905-6 
(Inland  Revenue  Reports,  C— 4474  and  Cd.— 3686). 
Allowing  for  a  corresponding  rise  in  the  incomes 
not  assessed  and  in  the  wages  of  manual  labour, 
we  may  estimate  the  income  for  1905-6  at  not  less 
than  £1,920,000,000.  The  population  in  1901  being 
nearly  41,500,000  (Cd. — 1727),  the  average  annual 
income  is  about  £46^  per  head,  or  £185  per  adult 
man.*  In  1840  it  was  about  £20 J,  and  in  1860 
£26|  per  head  (Mr.  Mulhall, '  Dictionary  of  Statistics,' 
p.  245)." 

A  study  of  the  national  accumulations  leads  Mr.  "  Out " 
Money  to  estimate  these  at  about  £13,762,000,000.  ««^'^^» 
The  correctness  or  even  the  approximate  correctness 
of  this  is  immaterial  to  my  point,  but  what  is  material 
is  the  fact  that  the  national  accumulation  is  and  must 

*  It  has  been  assumed  throughout  that  one  person  in  every 
four  is  an  adult  male,  and  that  there  are,  on  an  average, 
five  persons  to  each  family  group. 
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The 
savings 
of  the 
people 


The 

applica- 
tion of  a 
proverb 


be,   owing  to  defective  organization  of  productive 
forces,  comparatively  very  small. 

But  when  Mr.  Money  comes  to  an  assessment 
of  the  actual  proportion  of  this  accumulated  capital 
which  is  directly  owned  by  the  poorer  classes  (the 
39,000,000)  he  can  proceed,  to  a  large  extent,  upon 
some  very  definite  data,  and,  using  figures  available 
from  building  societies,  friendly  societies,  co-operative 
societies,  trade  unions,  railway,  trustee,  and  Post 
Office  Savings  Banks,  he  can  trace  a  membership 
of  33,837,922  and  funds  of  £439,288,985,  but,  of 
course,  it  would  be  an  error  to  imagine  that  the  sum 
shown  belongs  entirely  to  the  manual  workers. 

A  very  good  proportion  of  the  savings  bank  and 
building  society  funds  belongs  to  the  middle  classes, 
and  even  well-to-do  professional  men  utilize  building 
societies  for  their  purchase  of  their  houses.  I  believe, 
therefore,  that  after  all  such  deductions,  and  by 
an  addition  of  the  value  of  furniture  and  the  tiny 
stocks  of  small  shopkeepers,  the  total  accumulated 
capital  of  the  39,000,000  poor  will  not  reach  or 
exceed  £500,000,000. 

There  is  also,  within  the  national  fabric,  a  gradually 
declining  social  scale  which  sinks  down  far  lower 
than  the  position  of  the  poorest  manual  worker 
who  is  usually  glad  to  secure  the  "  privilege  "  of 
working  for  anyone  to  earn  anything.  The  Russians 
have  a  quaint  proverb  which,  literally  translated, 
reads,  "  That  is  not  trouble  when  there  is  much 
work,  but  that  is  trouble  when  there  is  no  work.'* 
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The  tragic  truth  of  this  can  only  be  reahzed  by  those 

who  have  experienced  the  ordeal  when  face  to  face 

with  the  grim  facts  of  life  and  the  stern,  iron  necessity 

to  secure  bread.    And  so  we  have  the  fluctuating  social 

residue  of  the  unemployed,   the   unemployable,  the 

lame,  the  halt,  the  blind,  the  poor  infirm,  the  paupers, 

the  rapidly  growing  host  of  the  confined  insane,  the 

professional  criminals,  the   convicts,  and  the  other 

social  derelicts,  social  victims  or  naturally  afflicted 

non-producers  or  (as  is  the  case  of  blind  institution 

inmates)  part  producers  of  their  cost  of  upkeep. 

As  I  have  said  already,  when  the  research  of  the  A 

economist  leads  him  in  quest  of  the  solid  kernel  ^*^/*% 

under" 
of  actual  "  manual  workers  "  (not  necessarily  pro-  taking 

ducers)  he  finds  a  gross  total  of  15,500,000  men, 
women,  boys,  and  girls,  of  which  number  a  large 
proportion  is  engaged  in  the  manufacture  of  useless 
futilities.  The  agriculturists,  the  makers  of  agri- 
cultural machinery,  the  builders  of  ordinary  healthy 
dwelling-houses,  the  miners,  the  railway  workers, 
the  carrying  vessel  builders,  the  furniture  makers, 
and  the  carpenters  are  a  few  classes  of  manual 
worker  whose  labour  has  an  indisputable  social 
value.  And  these  are  all  too  few  !  The  whole  social 
organization  is  defective.  The  labour  of  a  whole 
battalion  of  intellectual  Hercules  is  necessary  to  clear 
the  economic  stables.  I  am  merely  skimming  the 
surface  of  statistics  to  demonstrate  the  general 
truth  of  my  contentions.  I  will  now  look  a  little 
closer  into  this  question  of  production. 


ant 
points 
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CHAPTER  VIII 
OUR  ANEMIC  PRODUCTION 

"  Baksteres  and  brewsteres 
And  bochiers  manye  ; 
Wollen  websteres 
And  weveres  of  lynnenJ'^ 

Piers  Plowman. 

AM  again  mainly  indebted  to  Mr.  Money  for 
the  facts  and  figures  which  I  incorporate  in 
this  chapter. 

I  am  not  discussing  the  dispute  between  the 
SociaUst  and  capitaHst  as  to  who  should  enjoy  the 
fruits  of  production,  or  the  equally  hoary  dispute 
as  to  whether  capital  is  more  essential  than  labour. 
Nor  am  I  inclined  to  arbitrate  as  to  whether  the 
wise  guidance  and  organization  of  labour  is  of  more 
value  to  production  than  the  mere  brute  force  of 
labour  itself.  What  I  am  interested  in  probing  is 
the  question  of  who  actually  does  produce. 
Census  According  to  the  census  of  1901  (which  I  extract 

figures      from  Fabian  Pamphlet,  No.  5),  I  find  the  following 

figures  relative  to  occupations  : 
Import'         "  Among  the  professed  workers  there  are,  of  course, 
many   whose   occupation   is   merely   nominal.     The 
number  is  swelled  by  the  '  sleeping  '  partners,  the 
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briefless  barristers,  the  invalids,  and  the  paupers, 
prisoners,  and  sinecurists  of  every  description.  Many 
thousands  more  have  occupations  useless  or  hurtful 
to  the  community ;  and  others,  as,  for  example, 
many  domestic  servants,  labour  honestly,  but  for 
the  personal  comfort  of  the  idlers,  and  they  might, 
therefore,  as  far  as  production  is  concerned,  as  well 
be  themselves  idle. 


Males 

Females 

Total 

Industrial 

.     8,884,116 

2,594,684 

11,478,800 

Agricultural  . 

.      2,058,096 

183,881 

2,241,977 

Commercial   . 

845,127 

89,106 

934,233 

Domestic 

357,037 

2,058,528 

2,415,565 

Professional  . 

817,731 

387,050 

1,204,781 

12,962,107 

5,313,249 

18,275,356 

Unoccupied,  under  20 

.      6,476,645 

7,202,149 

13,678,794 

Unoccupied,  over 

20 

663,656 

8,840,915 

9,504,571 

20,102,408  21,356,313      41,458,721 

(Compiled  from  Reports  of  the  1901  Census  for  England  and 
Wales,  Scotland,  and  Ireland.) 

"  Nevertheless,  there  were,  in  1901,  663,656  adult  The 
men  (one  in  twenty)  who  did  not  even  profess  to  ^^^^^^^ 
have  the  shadow  of  an  occupation.     Most  of  these 
form  the  main  body  of  the  idle  rich,  '  the  great  social 
evil    of  ...  a    non-labouring    class '    (J.    S.    Mill, 
'  Political  Economy,'  Popular  Edition,  p.  4^5)." 

A  few  independent  estimates  made  during  the  last 
few  decades  by  various  writers  as  to  the  number  of 
producers  are  : 

The  number  of  persons  "  employed  "  at  wages  in 
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the  industries  of  the  kingdom  was  placed  at  thirteen 
to  fourteen  millions,  and  this  includes  over  four  million 
women. 

Mr.  J.  S.  Jeans,  Statistical  Society's  Journal, 

vol.  xlvii,  p.  631,  places  the  number  at  about      14,000,000 

Sir  R.  Giffen,  Essays  in  Finance,  vol.  ii,  p.  461 

(separate  incomes  of  manual  labour  class)       .       13,200,000 

Professor  Leone  Levi,  Times,  January  13,  1886 
(number  of  workers  in  manual  labour  class  in 
1881) 12,200,000 

Sir  R.  Giffen,  Labour  Commission  Statistics,  six 
and  a  quarter  million  families  of  wage  earners 
or  persons 13,000,000 

The  census  figures  now  show  about  15,500,000 
in  all,  and  the  number  of  children  included  in  this 
total  is  very  great.  The  number  of  women  can  be 
seen  from  the  census  figures  given  at  the  beginning 
of  this  chapter,  which  also  show  the  small  total 
number  of  workers  entered  under  "  Industry  "  and 
"  Agriculture." 

In  the  Contemporary  Review  for  February  1914, 
Mr.  Money  wields  a  knightly  lance  for  his  producers, 
declaring  boldly, 

"  that  since  man  possesses  the  means  of  adequate 
wealth  production,  poverty  has  become  a  crime. '^ 

(I  would  add  my  observation  that  it  has  always  been 

a  punishable  oifence.) 

A  He  continues  :    "  It  is  possible  to  demonstrate, 

striking     jjj  relation  to  almost  every  sort  and  kind  of  manu- 
article  .  "^ 

factured    commodity,    that    industry    has    not    yet 
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learned    how   to   provide   a   great   nation   with   an 
adequate  supply  of  material  things." 

Still  further :  "  It  is  a  great  reproach  to  our 
civilization  and  to  our  organization  for  work  that 
the  great  ideas  of  the  inventors  and  the  magnificent 
endowment  which  modern  science  has  bestowed 
upon  us  yields  so  little.  It  is  clearly  not  the  fault 
of  industrial  powers  per  se.  The  powers  exist. 
Mankind  possesses  to-day  an  extraordinary  command 
over  the  forces  of  Nature.  ..." 

"  If  from  to-day  science  went  no  further,  and 
men  read  no  more  in  Nature's  book,  we  already 
possess  powers  enough  to  produce  not  merely  a 
good  living  for  all  our  people,  but  a  plethora  of  every 
good  and  desirable  thing.  Science  has  not  failed ; 
she  has  succeeded  beyond  all  imagining.  But  industry 
has  failed  and  commerce  has  failed.^^ 

"  We  have  ideas  enough  and  to  spare  ;  why  is  it  The 
that  the  trader  can  do  so  little  with  them  ?  The  ^^^^ 
figures  I  give  relating  to  employment  show  plainly 
that  our  people  are  not  well  organized  for  work, 
and  that  is  the  simple  explanation  of  the  inadequacy 
of  production.  We  have  too  few  people  producing, 
and  those  that  are  producing  are  too  often  engaged 
in  production  which  is  overlapping  or  unworthy  or 
useless  "  (or  absolutely  degrading,  I  would  add). 

Then,  with  well-aimed  charges  of  figures,  pouring 
like  slugs  from  a  blunderbuss,  Mr.  Money  sets  out 
to  prove  his  indictment.  He  shows  that  the  British 
Census  of  Production  recently  taken  demonstrates 
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our   producing   efficiency   in   almost   precise   terms. 

From  this  and  other  sources  Mr.  Money  shows  that 

the  total  value  of  British  production  for  1 907  amounted 

to  £984,000,000. 
An  Here  is  the  actual  table  which  he  presents  and  the 

*^tTt  I    substance  of  his  weighty  accompanying  remarks  : 

TOTAL  BRITISH  PRODUCTION  IN  ONE  YEAR 

Net  Output 

Mines  and  quarries £120,000,000 

Manufactures — 

Making  returns 592,000,000 

Estimated  production  of  those  not  making 

returns 50,000,000 

Agriculture 210,000,000 

Fisheries 12,000,000 

£984,000,000 

"If  we  desire  to  ascertain  what  was  the  net  gain 
in  material  wealth  of  the  United  Kingdom  in  that 
same  year  (1907)  we  have  to  consider  the  above 
figures  in  relation  to  imports  and  exports,  and  we 
get  the  following  result : 

UNITED  KINGDOM  INCREMENT  OF  MATERIAL 
WEALTH  IN  ONE  YEAR,  1907 

Total  material  production,  as  given  in  last 

table £984,000,000 

Add  Imports  into  United  Kingdom      .         .  646,000,000 

£1,630,000,000 

Subtract — 

Exports  of  British  Production    £426,000,000 

Exports  of  Imported  Goods    .         92,000,000 

518,000,000 

Result :   Net  gain  of  British  material  wealth     

in  one  year,  1907 £1,112,000,000 
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"  Thus,  at  '  place  of  production  '  prices,  before  Distri- 
the  host  of  distributing  agents  have  swollen  the  values  ^^^^^^ 
by  some  necessary  and  much  unnecessary  work  [my 
italics,  E.S.H.],  the  material  commodities  gained  by 
the  work  of  a  population  which  in  1907  numbered 
44,000,000  amounted  to  no  more  than  £1,112,000,000, 
or  just  over  £25  per  head  of  the  population.  We  see 
very  clearly  that,  unequal  as  the  distribution  of 
wealth  actually  is,  British  poverty  is  by  no  means  a 
matter  of  ill-distribution  alone  [my  italics]. 

"  To  leave  out  of  account  the  important  factor  Our 
that  no  small  part  of  this  material  income  is  needed  ^^^^'"^^^ 
for  public  and  not  for  individual  purposes,  if  we 
imagine  the   £1,112,000,000   worth   of   commodities 
divided   equally   amongst   the   population,    we   see 
clearly  that  it  would  not  suffice  to  give  good  food 
and  good  clothing  and  good  housing,  to  say  nothing        « 
of  the  materials  of  amusement,  of  sport,  of  culture, 
and  of  travel.     It  is  only  too  clear  that  we  have  not 
yet  attained  to  a  degree  of  production  large  enough  to 
confer  more  than  a  very  modest  standard  of  comfort 
upon  our  great  population.     We  have  just  enough  to 
abolish  poverty  in  its  worst  sense  [my  italics]. 

"  The  figure  quoted  is  not,  of  course,  the  same  thing  An 
as  the  figure  representing  the  aggregate  of  the  incomes  ^'^-y"^ 
of  the  individuals  composing  the  United  Kingdom. 
The  aggregate  of  incomes  is  nearly  twice  as  great  as 
the  total  we  have  just  considered,  but  it  is  made  up  of 
the  valuation,  not  only  of  material  things,  but  of  all 
sorts  and  kinds  of  services,  useful  and  useless,  social 
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and  anti-social  [my  italics].  It  includes,  of  course, 
the  extraordinary  costs  of  distribution,  amounting  to 
about  £400,000,000,  which  stand  between  producer 
and  consumer,  and  are  so  big  an  element  in  the  causation 
of  poverty  "  [my  italics]. 

Mr.  Money  suggests  that  "  the  total  number  of 
producers  in  the  United  Kingdom  in  1907  was  roundly 
as  follows  (neglecting  fishermen,  whose  numbers  are 
relatively  small) : 

Persons  employed  in  industry  and  included  in 

Schedules 7,000,000 

Persons  employed  in  industry  not  included  in 

Schedules 1,000,000 

Persons    employed    in    agriculture,    including 

farmers 2,500,000 


10,500,000 


"  Such  is  the  number  of  men,  women,  boys,  and 
girls  engaged  in  material  production  in  the  United 
Kingdom.  We  have  about  20,000,000  persons  of 
all  sexes  and  ages  who,  in  Census  terminology,  are 
engaged  in  occupations  for  gain.  Therefore  about 
one  half  of  our  occupied  population  is  engaged  in 
material  production.  One  half  of  the  British  popula- 
tion working  for  gain  is  divorced  from  direct  material 
production. 
The  "  Of  our  male  population,  aged  eighteen  years  and 

roots  of     Q^^y.^  i^gg  ^^^^  Q^^  Ij^  three  is  engaged  directly  in  produc- 
poverty       .        .    ,         .  , 

tng  industrial  wealth, 

"  If  analysis  shows  British  production  to  be  small, 
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and  the  number  of  persons  engaged  directly  in  the 
production  of  material  commodities  to  be  inadequate, 
what  appears  when  we  relate  the  production  of  any 
industry  to  the  needs  of  our  population  P  Let  me 
illustrate  this  important  point  by  reference  to  two 
trades  of  the  first  importance: 

"  The  first,  the  building  and  repairing  of  the  homes 
of  the  people  ; 

"  The  second,  the  furnishing  of  the  homes  of  the 
people. 

"  As  to  these  we  can  get  a  great  deal  of  light  from  Houses 
the  Census.  We  find  that  in  1907,  which,  it  will  be  "^*^"" 
remembered,  was  a  '  boom  '  year,  the  production  of 
buildings  of  all  sorts,  old  and  new,  and  whether 
private  residences  or  trade  or  business  premises, 
amounted  to  £64,000,000.  Further  analysis  shows 
that  this  £64,000,000  was  made  up  as  follows  :  Con- 
struction of  new  buildings,  £36,000,000  ;  alteration 
and  repair  of  existing  buildings,  £28,000,000.  Let 
us  consider  these  figures  in  relation  to  the  needs  of 
the  nation.  First  let  us  consider  the  expenditure 
upon  alterations  and  repairs — £28,000,000.  This  is 
all  that  was  spent  in  1907  upon  the  alteration,  repair, 
and  redecoration  of  over  nine  million  private  houses 
and  trade  premises,  including  mills,  factories,  &c., 
&c. 

"  All  that  we  are  doing  to  eradicate  the  houses 
which  kill  tens  of  thousands  of  our  people  every  year, 
and  which  deprive  hundreds  of  thousands  of  health, 
is  to  advance  to  a  better  condition  of  housing  at  the 

H 
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rate  of  an  expenditure  represented  by  16s.  per  head 
per  annum,  that  sum  covering  every  sort  and  kind 
of  new  building.  The  probable  expenditure  on  new 
dwelling-houses  is  8s.  or  9s.  per  annum  per  head  of 
the  population  ! 

"  It  will  help  us  to  form  an  idea  of  the  inadequacy 
of  the  present  rate  of  rebuilding  if  we  consider  what 
it  would  cost  if  we  rebuilt  only  200,000  new  houses 
every  year.  Let  us  imagine  that  we  spent  upon 
them  no  more  than  £400  apiece — a  sum  which  goes 
a  very  little  way  in  giving  comfort  to  a  family.  Yet, 
200,000  houses  at  £400  each  comes  to  £80,000,000, 
and  we  are  spending  £36,000,000  a  year  upon  every 
sort  and  kind  of  new  building. 

Ifieir  "  I  pass  from  houses  to  the  contents  of  houses. 

contents  The  Census  of  Production  shows  us  what  the  United 
Kingdom  produces  by  way  of  an  addition  to  the  stock 
of  furniture. 

"  Of  wooden  furniture  the  factory  value  of  the 
output  was  no  more  than  £7,500,000,  and  this  poor 
amount  of  stuff  was  all  that  was  conunanded  by  about 
44,000,000  people.  It  comes  to  about  4s.  per  head 
per  annum,  or  a  little  more  than  £l  per  family.  We 
see  that  what  ought  to  be  a  magnificent  trade — a 
trade  of  dimensions  large  enough  to  employ  an  army 
of  skilled  workmen — is  in  fact  a  small  and  struggling 
industry.  A  great  deal  of  the  furniture  which  is 
made  is  rubbish." 

Good  in        As  an  advertising  man  I  am  indebted  to  Mr.  Money 

any  case    j^j,    jjjg    illuminating    figures    and    for    his  masterly 
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presentation  of  the  contentions  which  he  bases  upon 
them.     If  the  function  of  advertising  were  even  that 
which  its  worst  enemies  sometimes  declare  it  to  be, 
viz.  the  generation  of  new  desires  among  the  poorer 
classes,    I   would   be   prepared  to   contend   on   that 
account  that  its  function  is  a  laudable  one  in  that 
it  would  thereby  be  leading  the  workers  to  demand 
a  larger  share  of  the  national  dividend  which  Mr. 
Money  shows  they  could  and  ought  to  possess.     To 
this  I  add  that  a  direct  consequence  of  such  demand 
would    actually    increase   the    size    of   the    national 
dividend,   for  the  higher  demand  created    by    the 
greater  buying  power  of  the  workers  would  draw 
into  the  circle  of  production  many  of  the  present 
workers  engaged  in  unnecessarily  complicated  distri- 
bution, whose  services  would  be  rendered  superfluous 
by  the  substitution  of  the  infinitely  more  direct  and 
economical  service  of  advertising — the  cheapest  form 
of  selling  which  the  ages  have  yet  produced. 

When  Mr.  Money  solemnly  and,  I  believe,  rightly 
asserts  (even  if  he  has  not  actually  underestimated 
his  figure)  that  the  "  place  of  production  "  prices 
represent  only  one  half  of  their  later  form  in  the 
shape  of  "  the  aggregate  of  incomes,"  then,  I  ask  Mr. 
Money,  is  not  the  function  of  the  80,000  advertising 
men  well  exerted  in  the  direction  in  which  it  is  most 
needed  ? 

Amid  this   huge   conglomeration   of   dizzy   social  Euclid 
vortices  labour  the  80,000,  voicing  the  fundamental  ^^      °* 
truth  of  Euclid,  as  true  in  economics  as  in  geometry, 
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that  "  A  straight  line  is  the  shortest  connexion 
between  two  given  points."  When  the  two  points 
in  question  are  Producer  and  Consumer,  what 
straighter  Hne  could  even  Euclid,  Aristotle,  Plato, 
Adam  Smith,  or  even  Mr.  Money  suggest  than  the 
principle  of  advertising  ? 


CHAPTER  IX 
THE  COST  OF  SELLING 

"50  hat  mir  meine  Philosophie  nie  etwas  eingebracht ;  aber 
sie  hat  mir  sehr  viel  er sport  P 

Schopenhauer,  "  Aphorismen  zur  Lebensweisheit." 


E 


VERY  one  of  the  80,000   efficient   advertising  JusiU 

men  knows  from  his  own  actual  experience  ^^^^ 

^  confi- 

that,    as   a   selling    and,    therefore,    a    dis-  dence 


tributing  force,  he  is  achieving  greater  efficiency 
than  would  be  possible  under  any  other  method, 
and  he  can  frequently  demonstrate  how  he  accom- 
plishes more  with  advertising  than  a  dozen  equally 
intelligent  men  could  accomplish  without  its  aid. 
Still  further,  there  are  those  advertising  geniuses 
who  are  able  to  demonstrate  how  their  work  is  equal 
in  efficiency  to  that  of  a  hundred,  yea,  sometimes  of 
a  thousand  or  even  more  ordinary  salesmen.  I 
have  seen  and  can  adduce  instances  of  men  who, 
by  advertising  alone,  have  built  up  a  business  from 
small  beginnings  to  an  annual  turnover  of  millions 
of  pounds  sterling.  That  means  that  they  have 
thus  organized  a  centralized  and  higher  economical 
distribution,  the  social  value  of  which  alone  is  the 

I  cause  of  its  continuance  and  still  further  growth. 
The   very   fact   that   the   number   of   advertising 
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men  has  grown  to  80,000  is  a  confirmation  of  the 
success  which  has  attended  their  efforts,  for  adver- 
tising is  not  strugghng  for  existence  but  is  steadily 
swelling  in  snowball  fashion,  and  will  continue  to 
do  so  until  it  has  achieved  its  full  destiny  as  "  Social 
Radium." 

The  present  wasteful  and  indefensible  cost  of 
selling  and  distribution  cannot  be  illustrated  better 
than  by  certain  opponents  and  critics  of  advertising 
who  make  the  usual  error  of  lumping  in  "  advertising  " 
with  the  really  condemnable  waste  effort  without 
pausing  to  discern  that  the  total  "  waste,"  similar 
to  quartz,  contains  streaks  of  gold,  and  that  the  gold 
is  the  correct  principle  and  practice  of  advertising. 
Even  a  lunatic  asylum  contains  a  staff  of  sane  and 
trained  intelligent  mortals,  and  so  amid  the  commer- 
cial anarchy  (I  had  almost  said  lunacy)  of  to-day 
there  is  a  leaven  of  developing  and  increasing  sanity 
which  is  represented  by  advertising  as  I  understand 
it.  Far  from  perfect  though  it  may  be,  many  the 
errors  it  may  make,  great  the  unnecessary  waste 
which  may  still  attend  its  ever-improving  energies, 
its  faults  are,  as  has  been  well  said  by  a  great  national 
advertiser,  the  faults  of  a  strong,  healthy,  growing 
lad,  and  such  faults  are  but  the  foreshadowing  and 
reflection  of  the  virtues  of  its  swift-approaching 
and  inevitable,  developed  manhood. 

I  will  take  a  few  very  apt  and  illustrative  obser- 
vations from  an  extremely  interesting  and  valuable 
book  by  Mr.  George  Binney  Dibblee,  M.A.,  entitled 
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*'  The  Laws  of  Supply  and  Demand  "  (7s.  6d.  net. 
Constable).  The  most  revolutionary  declaration  of 
this  writer  is  the  fact  (which,  I  hold,  he  conclusively 
proves)  that  the  actual  capital  and  labour  engaged 
in  selling  and  distribution  greatly  exceeds  the  total 
of  capital  and  labour  engaged  in  the  actual  work  of 
Production.  I  have  already  noted  a  similar  butless 
explicit  contention  on  the  part  of  Mr.  Money.  I  shall 
not  elaborate  this  fundamental  contention  beyond 
the  point  necessary  for  my  purpose. 

Here  are   some   of  Mr.    Binney  Dibblee's  obser- 
vations : 

"  The  classical  English  economists  never  knew  the  "  Obiter 
real  modern  system,  where  the  selling  of  commodities  *^  ^ 
has  become  more  and  more  difficult  and  expensive." 
"  I  feel  convinced  that  the  world's  selling  mechanism 
has  become  temporarily  too  expensive."  "  One 
of  the  causes  why  scientific  economics  seem  so 
unreal  to  the  practical  man,  apart  from  errors  in 
theory,  which  he  might  not  himself  be  able  to  correct, 
although  he  might  suspect  their  existence,  is  the 
strangeness  of  an  atmosphere  where  selling  things 
is  taken  for  granted.  ...  In  the  practical  world  of 
commerce  the  prevailing  impressions  conveyed  by 
the  perpetual  efforts  of  every  one  is  that  goods  are 
everywhere  and  that  customers  have  hidden  them- 
selves." "  Modern  advertising  was  probably  less 
valuable,  and  almost  useless  in  the  golden  days, 
when  there  were  still  hungry  markets." 

"  In  the  first  place,  for  every  pound  of  capital  that 
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is  directly  used  in  production,  at  least  three  pounds 
are  required  for  the  exchanging  and  adjusting  functions 
of  commerce,  and  I  have  a  suspicion  that  I  am  under- 
estimating the  latter' s  superiority.''  [My  italics.] 
Making  "It  is  only  in  very  rare  cases,  such  as  that  of  the 
and  great  Krupp,  that  the  capacity  to  sell  well  is  joined 

with  the  capacity  to  rise  also  to  extreme  heights 
of  efficiency  in  production."  "  It  takes  about  twenty 
years  to  see  that  it  is  as  difficult  to  sell  an  article  as 
to  make  it." 

"  The  study  of  consumption,  when  it  comes  to  be 
thoroughly  done,  will  be  a  grimy  business.  The 
human  race  is  nowhere  more  vulgar  than  in  its 
expenditure.  In  spending  even  more  than  in 
getting  we  lay  waste  our  lives." 

One  of  the  most  pregnant  passages  on  economics 
I  have  ever  read  is  the  following  opening  of  Mr. 
Dibblee's  chapter  on  "  Cost."  I  would  ask  every 
reader  of  this  book  to  peruse  every  passage  with  care, 
and  would  also  urge  them  to  read  Mr.  Dibblee's 
book  from  cover  to  cover.  My  own  attention  was 
called  to  it  by  Mr.  T.  S.  Sheldrake,  the  editor  of 
Printers'  Ink,  for  which  signal  service  I  here  thank 
him  again.  Says  Mr.  Dibblee  (the  italics  are 
mine) : 
A  suT'  "  To  state,  as  I  did  at  the  end  of  the  last  chapter, 

prise  ^j^^^  ^.^  probably  required  more  capital  to  market  the 
product  of  Oldham  than  was  employed  in  manufacturing 
it  may  correctly  describe  a  general  fact,  but  it  would 
be  extremelyl^difficult  to|prove  it  in  detail      There 
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will  always  be,  however,  prodigious  difficulties  to  be 
faced  in  economics,  the  explanation  of  which  must  be 
a  matter  of  inference,  since  the  analysis  of  all  the 
facts  is  admittedly  beyond  our  powers.  And  one  of 
the  most  remarkable  is  the  predominance  in  wealth  and 
capital  of  the  mercantile  as  compared  with  the  manu- 
facturing cities  of  the  world.  This  was  no  less  true 
in  the  days  of  Tyre  and  of  Carthage  or  during  the 
commercial  predominance  of  Florence,  Genoa,  and 
Venice.  Each  of  these  mercantile  queens  had  probably 
for  purposes  of  military  protection  to  make  as  well 
as  to  market  some  of  her  own  wares,  but  it  was 
the  marketing  that  brought  the  profits.  In  our  own 
day  the  great  cities  of  Glasgow  and  Philadelphia, 
both  of  which  are  great  ports  as  well  as  manufacturing 
centres,  are  nearer  than  most  to  the  ancient  model ; 
neither  is  yet  quite  in  the  first  rank  and  they  stand 
noticeably  behind  the  great  commercial  capitals, 
while  the  purely  manufacturing  centres  are  forgotten 
in  some  row  further  back. 

"  Let  us  take  the  great  cotton  industry  already  Wealth 
mentioned.  A  hundred  years  ago  Liverpool  was  the  ^g^^g  " 
selling  and  buying  centre  while  Manchester  manu- 
factured. There  was  a  certain  rivalry  between  them, 
with  a  balance  of  wealth  in  favour  of  Liverpool. 
Now  Manchester,  with  Salford  and  her  contiguous 
suburbs,  has  a  population  of  well  over  a  million  and 
stands  the  second  city  of  the  Empire."  (Incorrect. 
That  is  the  position  of  Calcutta.— E.S.H.)  "This 
place  has  been  gained  by  her  becoming  the  mercantile 
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centre  for  cotton  goods,  as  Liverpool  remains  for 
cotton,  while  Manchester  cotton  manufacturers  have 
left  her  for  more  special  and  less  wealthy  centres. 
Coarse  yarns  are  spun  at  Oldham,  finer  counts  at 
Bolton,  the  weaving  centre  is  at  Blackburn,  while 
bleaching  and  calico  printing  are  carried  on  throughout 
the  district  wherever  the  water  facilities  are  sufficient. 
But  the  two  mercantile  cities  are  incomparably 
more  wealthy  than  any  of  their  rivals  and  almost 
equal  to  all  of  them  together. 
London  "  We  have  another  even  more  surprising  instance 
liner  ^^  ^^^  greatest  city  the  world  has  ever  seen,  London, 
with  an  estimated  contiguous  population  of  well 
over  seven  millions,  about  equal  at  the  present 
moment  to  the  Dominion  of  Canada,  or  of  the  wealthy 
country  of  Belgium,  is  often  spoken  of  as  a  consider- 
able manufacturing  city.  This  is  true  in  a  limited 
sense,  but  her  manufactures  are  of  a  minor  order, 
and  her  chief  industries  are  of  the  adjusting  and 
accommodating  type.  Of  the  great  trades  she  leads 
only  in  building  and  letterpress  printing.  ...  Of 
industry  in  the  modern  sense,  which  uses  '  power  ' 
for  production,  she  is  almost  ignorant.  The  proof 
of  this  odd  fact  I  discovered  in  the  report  of  the 
Commission  on  London  Traffic,  still  only  a  few  years 
old.  There  were  then  638  factories  in  London  regis- 
tered as  coming  under  the  Factory  Acts,  with  an 
average  horse-power  of  54.  The  total  power  employed 
within  the  London  area  under  ike  Factory  Acts,  chiefly 
used  in  newspaper  printings  was  34,750  h.-p.     Just 
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twice  as  much  'power  as  that  is  required  to  drive  the 
S.S,  Mauretania  through  the  water. 

"  Yet  the  wealth  of  London  considerably  exceeds 
that  of  the  next  twelve  cities  in  the  Empire  taken 
together,  and  is  vastly  more  than  the  combined 
wealth  of  the  next  twenty  purely  industrial  towns." 

Such,  with  a  wealth  of  other  data,  are  the  contri- 
butions of  Mr.  Dibblee  to  this  momentous  question. 
How  apposite  is  a  remark  I  have  myself  so  often 
made  that  while  we  hear  of  many  "  Merchant  Princes  " 
we  seldom  hear  of  any  higher  designation  to  the 
manufacturers  than  "  Captains  of  Industry." 

In  the  same  connexion  Mr.  Money  writes  ("  Riches  Re-enter 
and  Poverty,"  1911) :  "  Turning  to  the  marketing  ^l' 
and  distribution  of  commodities,  we  have  many 
forms  of  waste  of  labour  to  study.  Each  manufacturer 
in  a  trade,  selling  his  goods  in  competition  with 
others,  sends  out  his  agent  or  agents  to  assert,  not 
always  truly,  that  his  wares  are  the  best  and  cheapest, 
and  to  secure  orders  for  them.  Thus  a  large  number 
of  able-bodied  men  are  divorced  from  production 
and  made  a  quite  unnecessary  factor  in  distribu- 
tion. At  the  census  of  1901,  64,322  commercial 
travellers  were  enumerated  in  England  and  Wales, 
as  against  44,055  in  1891  !  These  men  are  usually 
of  an  exceedingly  capable  type,  whose  work,  better 
directed,  might  be  of  great  service  in  useful  produc- 
tion." 

"  Each  factory,  however  small,  must  have  its  separate  Social 
clerical  staff,  and  to  thousands  of  men  wasted  as  travellers  ^^^^^^^ 
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we  have  to  add  tens  of  thousands  wasted  as  clerks.  In 
the  United  Kingdom  in  1901  there  were  439,972 
commercial  or  business  clerks,  as  against  300,615  in 
1891." 

(I  have  italicized  the  first  portion  of  this  passage 
because  it  has  a  direct  bearing  upon  the  contentions 
I  shall  develop  in  later  chapters.) 

"  The  commodities  'produced  by  the  wasteful  com- 
petitive factories  are,  too  often,  dealt  with  by  whole- 
sale middlemen,  agents,  brokers,  factors,  merchants, 
who,  with  their  staffs  of  clerks  and  warehousemen, 
account  for  an  uncertain  but  considerable  number  of 
the  working  community.  Our  imports  of  food,  which 
in  an  organized  community  could  so  easily  be  handled 
by  a  single  staff  at  each  port,  are  scrambled  for  by  a 
great  host  of  merchants,  factors  and  commission  agents.''^ 
An  I  do  not  think  that  this  scramble  is  very  evident 

exception  f^j,  <-^  Quaker  Oats "  (which  have  achieved  the 
unity  of  distribution  held  up  by  Mr.  Money  as  an 
ideal). 

"  We  pass  to  the  work  of  hundreds  of  thousands  of 
retail  shopkeepers  and  their  servants,  and  here  again 
we  find  a  vast  amount  of  wasted  labour.  In  each  trade 
in  each  district  there  are  a  quite  unnecessary  number  of 
tradesmen  hunting  for  profits.  [My  italics.]  It  is 
not  uncommon  to  find  half  a  dozen  butchers'  men 
calling  for  orders  upon  the  householders  of  a  single 
street." 

I  consider  the  former  portion  of  this  passage  to  be 
one  of  the  finest  arguments  for  mail-order  advertising 
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which  I  have  ever  seen.  The  latter  part  reads  like  a 
similar  argument  in  favour  of  the  multiple  shop 
system. 

Although  in  regard  to  the  first  paragraph  of  Mr.  The 
Money's  remarks  I  confess  that  I  am  in  no  way  *^ "  ^^^ 
staggered  or  amazed  at  the  number  of  64,322  com- 
mercial travellers  in  proportion  to  the  volume  of 
the  turnover  they  effect,  the  number  of  people  they 
serve,  and  the  wasteful  system  which  produces  them, 
I  am  yet  tempted  to  remark  that  many  large  national 
advertisers  have  found  it  possible  to  dispense  with 
large  staffs  of  "  commercial  travellers,"  whose 
main  function  was  to  blandish  the  small  retailer 
into  stocking  the  goods  they  represented,  for  the 
simple  reason  that,  having  appealed  to  the  real 
Caesar  (the  consumer),  the  individual  buyers,  by 
asking  for  and  demanding  the  branded  product, 
have  compelled  the  retailers  to  stock  it,  thus  deleting 
the  unnecessary  calls  of  a  pleasant  but  expensive 
traveller,  dependent  in  each  case  upon  the  like  or 
dislike  which  he  and  the  retailer  might  feel  for  each 
other.  One  firm,  whose  name  is  probably  known 
to  every  man,  woman,  and  even  most  children  in 
this  country,  whose  turnover  probably  exceeds  the 
total  turnover  of  all  its  competitors  combined,  now 
conducts  its  business  with  only  three  travellers, 
whose  chief  or  sole  function  is  to  ascertain  whether 
any  complaints  have  arisen  anywhere  in  regard  to 
the  quality  of  the  goods  so  that  any  deviation  from 
the  high  set  standard  can  be  immediately  rectified. 
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What  On   the   other   hand,    I   know   of    manufacturers 

^^  who  have  long  and  meekly  supplied  their  wares  to 

Money      wholesalers  at  prices  scarcely  more  than  the  cost 
°^  of  production,  and  who  have  seen  these  same  wares 

sold  at  retail  prices  out  of  all  proportion  to  the  sum 
received  from  the  wholesaler  for  the  manufacture. 
Such  manufacturers   have  taken  the  obvious   step 
of  registering  a  brand  of  their  own,  and,  by  adver- 
tising, have  striven  to  create  a  demand  for  these 
goods  on  the  part  of  the  public.     The  margin  between 
the  cost  of  manufacture  and  the  'pre-existing  retail 
price  being  very  large,  the  manufacturer  cherishes 
a  hope  (as  the  actual  producer)  of  securing  a  better 
price  from  the  wholesaler  for  these  branded  goods 
(which,  being  branded,  must  be  up  to  a  satisfactory 
standard).     The    manufacturer    has    no    desire    to 
break  with  the  wholesaler,  but  simply  wishes  to  feel 
that  his  continued  commercial  existence  does  not 
depend  entirely  upon  his  relations  with  a  few  firms 
who  are,  after  all,  chiefly  distributing  intermediaries. 
Such  a   manufacturer   aims   at   a   more   permanent 
and  stable  basis  in  the  form  of  a  public  goodwill 
towards  his  wares,  based  upon  a  proved  knowledge 
of    their    value,    the    original    connexion    between 
prime  producer  and  ultimate  buyer  being  based  upon 
a  branded  name  or  design.     Here,  in  many  cases, 
the  wholesalers  arise  in  their  power  and  practically 
forbid  the  advertising  to  continue.     They  threaten 
that    if    the   manufacturer   continues   to   advertise 
bis  branded  goods  (which  necessarily,  for  a  long  time, 


THE  COST  OF  SELLING  127 

form  but  a  small  proportion  of  his  total  output) 
they  will  forthwith  cease  to  buy  his  unbranded 
goods,  which  threatened  action,  while  it  might  be 
successfully  fought  by  many  manufacturers,  would 
in  any  case  necessitate  the  discharge  of  the  workers 
engaged  in  the  manufacture  of  the  unbranded 
goods  in  that  particular  factory,  until,  of  coiurse,  the 
demand  developed  for  the  branded  goods  without 
the  co-operation  of  the  wholesalers,  and  even  in 
spite  of  them,  was  as  large  as  the  former  demand  for 
branded  and  unbranded  goods  combined.  I  would  A 
like  to  ask  Mr.  Money  whether  the  wholesaler  opposes  ^^^*^^ 
this  advertising  out  of  solicitude  for  the  public 
welfare  and  because  of  a  philanthropic  desire  to 
prevent  "  social  wastage "  ?  I  would  like  also  to 
know  in  what  manner  this  advertising  imposes  any 
extra  burden  upon  the  public  or  the  consumer  ?  As 
a  matter  of  fact  it  tends  to  cheapen  the  retail  selling 
price  of  the  goods  and  to  annihilate  some  of  that 
extra  100  per  cent,  above  "  place  of  production  " 
prices  to  which  Mr.  Money  so  pointedly  refers.  Nor 
will  the  wholesaler,  wherever  he  can  prevent  it,  permit 
the  manufacturer  of  branded  goods  to  "  call  upon  " 
the  retailer  or  to  solicit  any  direct  orders.  Hence 
an  industrial  and  commercial  dilemma  from  which 
strong  and  continued  advertising  is  the  only  logical, 
economical,  and  practical  outcome.  Each  wholesaler 
has  at  present  his  own  travellers  and  trade  connexion, 
and,  without  advertising,  the  public  is  wholly,  and 
the  retailer  largely,  ignored.   I  know  of  cases  where 
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this  dilemma  has  arisen  and  where  the  advertising 
agent  has  overcome  the  dilemma  by  a  system  of 
A  com-  "  courtesy  calls."  By  means  of  this  compromise 
promise  ^  representative  of  the  manufacturer  calls  upon  the 
retailers  but  does  not  solicit  any  orders,  striving 
rather  to  interest  them  in  the  demonstrable  merits 
and  value  of  the  brand,  calling  attention  to  the 
advertising  and  the  interest  evoked  among  the  public, 
and  exhorting  the  retailer  to  order  this  particular 
brand  through  his  usual  wholesale  source  of  supply. 
There  is,  indeed,  as  Mr.  Money  contends,  a  great 
waste  in  the  social  organization  of  distribution, 
but  amid  it  all  the  one  sane,  valuable,  and  repro- 
ductive factor  is  advertising. 

Advertising  is  commercial  daylight,  shed  into  the 
night  of  a  fortuitous,  disorganized,  and  chaotic 
social  abyss. 

Mr.  Money  has  conclusively  proved  the  existence 
of  this  deplorable  anarchy ;  it  is  my  desire  only 
to  prove  the  social  utility  of  the  profession  which 
I  have  chosen  and  which  I  love. 


CHAPTER  X 
THE  INCIDENCE  OF  ADVERTISING 

"  We  are  not  here  to  sell  a  parcel  of  boilers  and  vats 
but  the  potentiality  of  growing  rich  beyond  the  dreams 
of  avariceJ*^ — ^Dr.  Johnson. 

I  NOW  again  revert  to  the  question  of  "  pay- 
ment "  for  advertising,  but  after  the  figures 
and  arguments  adduced  by  the  otherwise 
opposing  economists,  I  can  approach  it  from  a  some- 
what different  angle.  In  other  words,  I  will  strive 
to  trace  its  incidence  upon  the  various  discordant 
factors  which  compose  our  present-day  social  organism. 

I   propose  to   present  the  broad   distribution   of  The 
the  national  dividend  through  the  whole  of  society  J^^  ^^ 
and,    in   a   sweeping   manner,    to   demonstrate   the  problem 
probable  and  logical  consequences  of  the  application 
of  advertising  as  an  organized  social  force   among 
the  more  or  less  anarchical  and  disorganized  social 
conditions. 

I  have  already  specified  in  chap,  vi  the  various 

classes  which  bear  the  economic  displacement  caused 

not  by  the  mere  payment  for  advertising,  but   by 

its  far  more  important  subsequent  operations.     The 

important  point  about  an  exploded  cartridge  is  not 

what  it  cost,  but  who  or  what  is  struck  by  the  bullet. 
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So,  too,  with  advertising,  which  is  operating  in 
society  like  a  sparklet  in  a  soda-water  syphon.  What 
does  it  affect  beneficially,  and  what  does  it  affect  in 
a  less  benignant  manner  ? 

We  have  seen  that  the  available  national  dividend 
is  reducible  to  set  figures,  and  the  whole  being  greater 
than  a  part,  the  available  dividend  of  any  class  or 
combination  is  approximately  calculable,  and  is  in 
any  case  logically  smaller  than  the  total  dividend. 

This  statement  is  necessary  to  remove  the  vague 
idea  which  lingers  in  the  minds  of  many  people  that 
there  is  an  inexhaustible  fund  upon  which  it  is  possible 
to  draw  to  an  unlimited  extent,  having  much  the 
same  relation  to  the  seller  as  the  oceans  have  to  the 
Panama  Canal.  Once  the  real  economic  limitations 
are  recognized  the  path  becomes  much  clearer. 

"  You  can  sell  without  advertising,  and  you  can 
advertise  without  selling."  This  is  an  axiomatic 
consideration  which  cannot  be  disputed. 

By  the  function  of  advertising,  however,  the 
actual  area  of  sale  and  the  volume  of  demand  for  the 
products  of  any  manufacturer  or  for  the  goods  of 
any  store  is  capable  of  great  development.  In  this 
respect  the  best  simile  may  be  that  of  an  isolated 
water-butt  compared  with  a  water-butt  reposing 
beneath  the  rain-spout  leading  from  the  roof-tops. 
In  the  former  case  the  water-butt  will  collect  just 
so  much  of  the  rainfall  as  drops  from  heaven  within 
the  limits  of  the  circumference  of  its  upper  rim. 
Such  is  the  position  of  the  business  of  the  non- 
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advertiser.  It  does  catch  some  rainfall,  but  in  a 
limited  and  to  a  more  or  less  inelastic  extent.  There 
are  some  old  businesses  which  do  not  advertise  and 
which  yet  possess  a  widespread  clientele,  won  in  the 
old  days  when  the  buyer  had  to  seek  the  seller,  but 
such  businesses  which  do  not  modernize  their  condi- 
tions visibly  wane  before  their  more  enterprising 
younger  competitors. 

The   water-butt  resting   beneath  the  rain-spout.  An  illus- 

however,  is  analogous  to  the  business  of  the  adver-  *^^^^^^ 

analogy — 
tiser.     Just  as  the  spreading  roof-tops  collect  the 

rainfall  from  a  wide  superficial  area  and  bring  it  to  a 

central  store,  so  the  effect  of  advertising  is  to  gather 

custom  from  ^a  wider  field  than  is  represented  by  the 

mere  name-plate  of  the  manufacturer  or  storekeeper. 

By  means  of  widespread  and  effective  announcements 

or  by  means  of  publicity  confined  to  a  more  limited 

area  the  advertiser  succeeds  in  attracting  a  volume 

of  custom  which,  but  for    advertising,  might    have 

remained  in  ignorance  of  the  very  existence  both  of 

the  advertiser  and   his   wares.     The  modern  seller 

realizes  that  he  often  has  to  seek  the  buyer  instead 

of  waiting  for  the  buyer  to  seek  him,  a  thing  which 

he  might  never  do.     Whereas  the  local  storekeeper 

in  a  hundred  districts  is  and  will  possibly  for  ever 

remain  unknown  to  us,  the  name  of  "  Self  ridge  " 

now  automatically  and  spontaneously  rises  to  our 

mind  in  connexion  with  any  need  which  he  is  likely 

to  be  able  to  supply  not  only  with  the  minimum 

expense  but  with  the  minimum  trouble  to  us. 
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--and  its  When,  however,  an  advertiser  strives  to  combine 
extension  ^^^qHyq  advertising  with  the  sale  of  unsatisfactory 
goods,  or  has  a  defective  organization  and  service, 
then  the  analogy  of  the  water-butt  can  be  carried 
further,  for  just  as  the  collection  of  rain  from  the 
widest  roof  area  is  futile  if  it  is  conducted  to  a  water- 
butt  which  has  no  bottom  or  has  a  large  leakage, 
so  also  the  attraction  of  many  new  customers  to  a 
store  or  product  is  useless  if  they  do  not  receive 
satisfaction  when  they  actually  make  their  initial 
purchase.  Big  businesses  are  built  upon  the  satisfac- 
tion given  to  individual  clients  and  the  retention  of 
their  custom,  thus  providing  a  sound  and  ever- 
growing volume  of  spontaneous  custom  and  revenue, 
enabling  the  advertiser  to  grow  and  wax  visibly, 
far  more  so  than  any  green  bay-tree,  as,  one  by  one, 
in  squads,  detachments  or  in  whole  battalions  he  adds 
to  the  permanent  patrons  of  his  wares,  and  each  of 
these  customers,  be  it  noted,  becomes  an  ambulat- 
ing advertisement  for  the  particular  firm  or  product 
by  the  most  valuable  of  all  forms  of  publicity, 
genuine,  voluntary  personal  recommendation  and 
testimonial  based  on  actual  experience ;  the  costless 
asset  of  the  enthusiasm  of  a  satisfied  clientele. 
The  The  power  of  advertising,  if  backed  up  by  good 

,  goods,  is  very  similar  to  that  of  the  asbestos  in  a 

gas-stove  It  not  only  intensifies  the  radiation  of 
the  influence  of  the  advertiser,  as  the  asbestos  does 
the  heat  of  the  stove,  but  it  generates  a  reserve  of 
influence  which  will  continue  to  be  evident  even 
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for  some  time  after  the  actual  cessation  of  the  adver- 
tising, just  as  the  asbestos  will  continue  to  glow  and 
give  out  its  heat  after  the  light  has  been  turned  ofT. 
The  recognition  of  this  fact  of  the  continuous  effect 
of  advertising  has  been  the  simple  principle  which 
has  enabled  so  many  firms  to  see  further  than  their 
unprogressive  rivals  and  to  discover  a  permanent 
value  in  advertising  where  others  saw  only  an  apparent, 
useless,  immediate  waste.  A  somewhat  similar  effect 
is  secured  by  the  incandescent  mantle,  which  gives 
more  light  for  less  expenditure  than  ordinary  gas. 

I  will  endeavour  to  reduce  to  diagrammatic  form  Private 
the  actual  estimated  total  annual  income  of  society  ^  ^^' 
and  the  corresponding  annual  expenditure,  with 
special  consideration  to  that  annual  margin  of 
income  over  expenditure  which  goes  to  form  what 
is  called  the  "  national "  economic  reserve.  The 
real  "  national  "  position,  however,  is  the  ownership 
of  huge  debts  and  small  assets,  for  this  annual  margin 
is,  as  we  have  shown,  the  absolute  property  of  private 
individuals,  who  can,  and  do  frequently,  invest  it 
abroad  and  at  home  in  a  manner  inimical  to  the 
real  "  national  "  interests,  and  who  often  actually 
use  the  profits  derived  from  the  foreign  sale  of  the 
products  of  British  industry  to  found  local  competing 
industries  in  the  very  markets  whence  these  profits 
have  been  obtained,  thus  securing  their  own  personal 
incomes,  but  militating  against  the  livelihood  of 
the  employes  of  the  original  British  industry.  In  a 
recent  article  Mr.  Money  asserts  that  of  the  total 
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public  issues  of  capital  in  this  country  in  1913,  80 
per  cent  went  overseas, 
A  note  on  Let  me  here  note  the  important,  the  vital  fact  that 
exports  ^Yie  British  production  of  cotton  goods  from  1 6,000,000 
cwts.  of  raw  cotton  is  equal  to  £120,000,000.  On 
this  subject  Mr.  Money  remarks  :  "  But  trace  the 
history  of  these  goods.  Are  they  consumed  by  the 
countrymen  of  the  people  who  make  them  ?  Alas  ! 
no.  Of  the  yearly  output  of  £120,000,000  as  much 
as  £100,000,000  is  exported  to  foreign  countries  and 
British  Possessions,  chiefly  to  foreign  countries. 
Only  £20,000,000  worth  of  the  magnificent  output 
of  our  cotton  workers  is  retained  by  our  44,000,000 
people.  In  addition  there  is  a  consumption  of  a 
few  million  pounds  worth  of  imported  cotton  goods." 
Much  the  same  conditions,  though  in  a  somewhat 
less  striking  degree,  prevail  in  the  woollen  industry 
and  in  many  other  branches  of  manufacture.  Note 
the  miserable  portion,  however,  of  our  production 
which  we  are  able  to  retain !  We  are,  indeed,  on  the 
heels  of  disorganized  commercialism,  more  or  less 
obedient  slaves  for  the  untutored  savage  and  the 
tutored  foreigner  alike.  Make  !  Make  !  !  Make  !  !  ! 
is  our  ceaseless,  unreasoning  industrial  ideal,  and 
Use  !  Use  !  !  Use  !  !  !  is,  at  the  worst,  the  necessary 
cry  of  advertising,  calling  us  to  an  end  and  object 
of  life  which  39,000,000  of  our  people,  at  least,  are 
fast  forgetting — or  have  never  understood. 

I  can  only  consider  this  huge  foreign  sale  of  our 
products  in  the  light  of  the  actual  wages  paid  for  its 
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production  and  the  profits  upon  it  as  revealed  by 
income-tax  returns  and  other  sources. 

I  believe  that  the  diagrams  on  pages  143-5  give  A  broad 
my  view  more  clearly  than  is  possible  in  any  other  ^"*** 
manner.  I  have  aimed  at  approximation  only  and 
not  absolute  exactitude,  my  contention  remaining 
quite  unaffected  by  the  var)ring  arguments  which 
a  Liberal,  a  Conservative,  a  Socialist,  an  Anarchist, 
or  any  economist  might  adduce  for  the  modification 
of  the  figures.  A  few  millions  more  or  less  would 
leave  their  moral  entirely  the  same.  They  are 
substantially  accurate,  and  that  is  enough.  There 
are  paupers,  even  if  I  am  a  few  thousands  out  in 
my  figures,  and  even  if  the  Old  Age  Pension  may 
have  modified  the  figures  based  on  the  returns  of  a 
year  or  so  ago.  The  social  gradations  do  vary  from 
physical  helplessness  coupled  with  absolute  destitu- 
tion to  physical  perfection  combined  with  enormous 
wealth  and  an  ability  to  derive  the  maximum  joy 
and  pleasure  from  life  free  from  all  economic  trammels 
and  burdens. 

Through  these  gradations  run  the  golden  thread 
of  human  life,  the  jewelled  gleams  of  humour,  imagina- 
tion, sympathy,  and  aspiration,  the  silver  rays  of 
hope,  the  brazen  clamour  of  social  strife,  the  iron 
heel  of  stern  necessity,  the  leaden  heart  of  dull  despair, 
and  the  stony  face  of  want  and  care. 

In  my  diagram  I  show  the  relation  of  income  At  the 
(or  individual  production)  to  expenditure,  and  it  is  bottom 
clear  that,  at  the  very  bottom  of  the  social  scale,  a 
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proportion  of  the  people  have  either  permanently  or 
at  certain  times  no  income  at  all,  and  yet,  by  their 
continued  existence,  must  consume  something.  (I 
am  ignoring  the  few  who  die  annually  from  actual 
want  and  destitution.)  So  the  lunatic,  the  helpless 
cripple,  the  aged  pauper  each  represent  an  amount 
of  expenditure  or  consumption  with  no  corresponding 
product  to  return  to  society.  I  know  that  the  whole 
of  such  burden  on  society  is  very  small  compared 
with  total  wealth,  but  the  point  has  an  important 
bearing  on  the  relationship  of  the  Lines  of  Production 
and  Expenditure  in  my  diagram  to  the  actual  state 
of  the  poorer  classes  of  society.  I  should  also  note 
that,  apart  from  the  helpless  occupants  of  asylums, 
hospitals,  and  other  institutions,  who  are  thus  a 
dead  weight  on  the  community,  there  are  also  certain 
institutions  in  which  the  inmates  produce  a  part 
or  the  whole  of  the  cost  of  their  upkeep.  The  in- 
habitants of  a  blind  institution,  for  instance,  may 
produce  baskets  to  a  value  almost  sufficient  to  support 
the  institution,  and  the  convict  labour  which  con- 
structed Portland  Breakwater  rendered  a  service 
to  society  far  beyond  the  actual  cost  of  rations, 
lodgings,  and  superintendence. 
Where  I  strike  a  line  through  all  these  lower  classes  of 

life  IS        society  by  which  I  estimate  the  actual  cost  of  each 
stern 

family  of  five  at  a  minimum  of  1 8s.  per  week.    Although 

it  is  actually  less,  I  will  give  society  the  benefit  of 

the  merciful  assumption  that  there  is  such  a  minimum, 

although  I  know  there  is  not     I  thus  take  something 
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like  Mr.  Rowntree's  minimum  subsistence  level  for 
a  family,  and  I  will  assume  something  like  the  Army 
standard  for  a  man,  so  far,  of  course,  as  the  cost  of 
food  and  lodging  is  concerned,  and  not  vesting  him 
with  a  pocket  allowance  equal  to  that  of  a  soldier. 

I  am  dealing  with  actual  and  not  ideal  conditions, 
and  I  know  that  as  a  result  of  education,  heredity, 
environment,  the  demands  of  society  itself  and  other 
causes,  the  same  subsistence  level  of  the  very  poor 
would  be  totally  inadequate  for  higher  social  classes. 
The  city  worker  can  digest  and  thrive  on  his  cheap 
bread  and  cheese,  and  Hodge  can  develop  huge 
strength  from  his  rough  bacon,  but  the  middle  and 
upper  classes  demand  quite  other  fare,  and,  from 
long  usage,  their  digestive  organs  have  become  accus- 
tomed to  demand  and  receive  a  finer  and  a  more 
expensive  nutriment  than  that  of  the  worker.  Still 
higher  up  the  social  scale  are  the  social  calls  upon  the 
wealthy,  which,  however  futile,  wasteful,  inane,  and 
unnecessary  they  may  be  asserted  to  be  by  the 
Socialists,  are  yet  a  part  of  things  as  they  are  and, 
as  such,  must  be  reckoned  with  by  me  for  the  purposes 
of  this  book. 

I  do  know  that  the  average  casual  worker,  strive  The 

he  never  so  hard,  cannot  save.     I  know  that  many  *°^^^  . 

''    Nemesis 
such  workers  may  with  very  little  money  open  a 

small  shop  or  start  as  a  racing  '*  bookmaker,"  or 

invest   in   some   other   small   way,    and,  "  striking 

lucky,"  may  amass  a  fair  amount  of  money  and  even 

pass  on  to  the  middle  class.     But  the  actual  saving 
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of  actual  earnings  is  very,  very  small  and  tiny,  as  the 
Post  Office  and  the  thrift  societies  know.  As  the 
social  gradations  steadily  become  higher,  so  the 
necessary  relative  cost  of  living  rises,  for  the  £2  per 
week  carpenter  cannot  live  in  the  same  yard  as  the 
18s.  per  week  labourer.  The  £3  per  week  foreman 
must  again  pay  somewhat  more  rent  for  a  somewhat 
better  house.  The  £4  per  week  clerk  or  cashier  lives 
elsewhere,  and  the  £5  per  week  manager  comes  up 
by  railway  from  a  distance.  Not  one  of  them  can 
keep  up  appearances  and  save  money  at  the  same 
time.  Some  of  them,  including  shopkeepers,  do 
manage  it,  and  some  of  them  also  find  very  reproduc- 
tive methods  in  which  to  employ  what  little  sums 
they  can  amass.  But  the  average  remains  as  I  say, 
for  although  some  of  these  people  save,  on  the  other 
hand  some  of  them  become  bankrupt,  thus  tending 
to  establish  the  general  correspondence  between  total 
income  and  total  expenditure. 
The  Still  higher  in  the  social  scale  we  begin  to  find  a 

marginal  yjg jj^jg  margin  between  total  income  and  total  expendi- 
reserve  °  ^  ^ 

ture,  which  margin  fast  becomes  wider  and  wider 

until  it  sometimes  even  represents  a  larger  sum  than 
the  actual  expenditures  of  the  individual,  family, 
or  association.  It  is  the  accumulation  of  this  margin 
from  year  to  year  which  goes  to  swell  the  "  national 
reserve,"  although  the  only  reserve  which  can  truly 
be  called  "  national  "  is  the  difference  between  the 
reduction  in  the  indebtedness  of  national  and  muni- 
cipal bodies  and  the  value  of  the  assets  which  they 


THE  INCIDENCE  OF  ADVERTISING    139 

own.     There  is,  however,  the  fact  that  sundry  in- 
dividuals have,  each  year,  a  margin  of  income  over 
expenditure,  and  this  is  invested  in  many  ways  at 
home  or  abroad,  and  it  forms  also  a  volume  of  current 
marginal  reserve  potential  purchasing  power  which 
can    (through    extravagance,    disaster,    charity,    or 
other  causes)  be  utilized  for  purchase  of  luxuries  or 
other    allocation,    which    would    swell    the    annual 
expenditure  and  diminish  the  marginal  residue.     The 
effect  of  such  extra  current  expenditure  means  the 
immediate  employment  of  more  labour  and  inter- 
mediaries to   produce  and  supply  the   extra  com- 
modities thus  purchased,  thereby  affecting  the  total 
annual  income  of  other  members  of  society.      The 
effect,  however,  is  not  necessarily  beneficial  to  society 
as  a  whole,  for  whatsoever  labour  is  taken  up  by  the 
production  of  such  luxuries  could,  under  better  social 
organization,  have  been  used  for  the  production  of 
more   badly   needed    necessaries    for    other    classes. 
Hence  arises  a  curious  anomalous  consequence  of 
the   present   social   organization,   that   the   less  the  "  Mad 
wealthy  save  (though  nominally  trustees  of  the  national  ^^^^^^ 
resources)  the  greater  the  gain  of  the  workers.     It  seems  mics 
akin  to  the  spirit  of  "  Alice  in  Wonderland  "  that 
this  should  be  so,  and  Robert  Blatchford,  as  well  as 
other  Socialist  writers,   has  written  trenchantly  in 
regard  to  the  true  meaning  of  "  The  Greatest  Useful 
Employment  Fraud."     But,  as  I  have  said  all  along, 
I  differ  from  the  Socialists  and  I  differ  from  the 
general  economists  in  that  I  am  interested  in  the 
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actual  and  concrete,  and  not  in  an  ideal  and  theoretical 
social    organism.      Here    are     some    further    data, 
explanatory  of  the   diagrams,  from   Fabian  Tract, 
No.  5. 
Gnm  "  In  England  and  Wales  in  1905,  91,597  deaths 

facts  M^ere  registered  as  having  taken  place  in  Poor  Law 
institutions,  workhouses,  infirmaries,  schools,  hospitals, 
and  asylums,  or  17*61  per  cent,  of  the  total  deaths  ; 
the  proportion  during  the  eleven  years  immediately 
preceding  having  averaged  15*38  per  cent.  Of  these, 
48,794  occurred  in  workhouses,  32,899  in  hospitals, 
and  9904  in  lunatic  asylums. 

" /w  London  in  1905,  one  person  in  every  three 
died  in  the  workhouse,  hospital,  or  lunatic  asylum. 
Out  of  70,962  deaths,  28,276  being  under  twenty 
years  of  age,  13,985  were  in  workhouses,  10,854  in 
hospitals,  and  498  in  lunatic  asylums,  or,  altogether, 
25,337  in  public  institutions  (Registrar-General's 
Report,  1905,  Cd.— 3279). 
Tragic  "It  is  worth  notice  that  a  large  number  of  those 

compelled  in  their  old  age  to  resort  to  the  workhouse 
have  made  ineffectual  efforts  at  thrifty  provision 
for  their  declining  years.  In  1890-91,  out  of  175,852 
inmates  of  workhouses  (one-third  being  children 
and  another  third  women),  no  fewer  than  14,808 
have  been  members  of  benefit  societies.  In  4593 
cases  the  society  had  broken  up,  usually  from  insolvency 
(House  of  Commons  Return,  1891,  Nos.  366  and 
130 — B).  It  is  probable  that  one  in  every  three 
London  adults  will  be  driven  into  these  refuges  to 


econo 
mics 


THE  INCIDENCE  OF  ADVERTISING    141 

die,  and  the  proportion  in  the  case  of  the  '  manual 
labour  class  '  must,  of  course,  be  still  larger.  And 
the  number  of  persons  who  died  while  in  receipt  of 
outdoor  relief  is  not  included  in  this  calculation. 

"  The  paupers  in  actual  receipt  of  public  relief  on 
one  day  number  more  than  a  million  : 

England  and  Wales,  January  1, 

1906 926,741  cost  £14,035,888 

Scotland,  January  15,  1906        .  111,405      „  1,406,489 

Ireland,  January  7,  1906  .         .  104,362      „  1,209,286 


1,142,508  £16,651,663 

(Statistical  Abstract  for  the  United  Kingdom,  Cd. — 3691.) 

"  But  the  relief  is  not  usually  given  permanently ;  The 

to  obtain  the  number  of  different  individuals  who  '^^^ 

poor 
receive  relief  during  a  year  we  must  multiply  the 

daily  number  by  2-3.  (This  is  the  computation  given 
in  Mr.  Charles  Booth's  paper  before  the  Statistical 
Society,  December  1891.  See  also  his  '  Pauperism, 
a  Picture  ;  and  the  Endowment  of  Old  Age,  an  Argu- 
ment.') This  gives  a  pauper  class  during  any  one 
year  of  about  2,627,000  persons,  or  1  in  6  of  the 
manual  labour  class.  In  some  rural  districts  every 
aged  labourer  is  a  pauper. 

' '  The  maintenance  of  these  paupers  costs  £l  6, 651 ,  663  Coming 

for  a  year.     But  in  addition  to  this  public  expenditure,  ^o 

"  Brass 
the   various   charitable   societies  spend   £10,040,000  rpf^^ks'^ 

annually   (Mr.   Mulhall,    '  Dictionary   of   Statistics,' 

p.  112),  and  the  charity  of  individuals  is  known  to 
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be  enormous.  The  numbers  of  the  destitute  class 
must  therefore  be  largely  increased.  Sir  R.  Giffen 
talks  of  the  class  of  five  millions  '  whose  existence 
is  a  stain  on  our  civilization '  ('  Essays  in  Finance,' 
vol.  ii.  p.  350).  It  is  the  lot  of  at  least  one  in  five 
of  the  manual  labour  class — of  sixteen  in  every 
hundred  of  the  whole  population — ^to  belong  to  this 
class." 

The  diagrams  to  which  I  have  alluded  as  demon- 
strating these  social  data  are  given  on  pp.  143-145. 

The  number  and  distribution  of  incomes  above 
£5000  per  annum  can  be  seen  from  the  Table  given 
on  page  146.  I  do  not  venture  to  draw  any  curve 
showing  estimated  annual  expenditure,  preferring  to 
cease  at  the  £5000  limit  as  given  on  Part  III  of  my 
diagram. 
"  Within  Nor  have  I  ventured  to  continue  the  line  of  income 
J  „  above  £5000  per  annum,  although  it  is  above  this 
level,  of  course,  that  the  very  point  I  am  making 
becomes  most  forcible.  I  will,  however,  on  the  basis 
of  Mr.  Chiozza  Money's  "  Argument  from  the  Dead 
to  the  Living  "  (based  upon  averages  taken  from  the 
official  "  Death  Duty  Records  "  over  a  period  of 
years),  mention  that  there  are  in  Great  Britain  3990 
persons  owning  estates  of  an  average  value  of 
£127,067  ;  2700  persons  owning  estates  of  an  average 
value  of  £218,800, 

1620  persons  owning  estates  value  £381,481  average 
570  „  „  „  £715,789 

210  „  „  „       £2,585,714 
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The  Table  referred  to  on  page  142  is  as  follows  : 

INCOMES  AND  NUMBER  OF  PERSONS  ASSESSED  TO 
THE  SUPER-TAX  (1911-12)  WITH  INCOMES  OF 
FROM  £5000  TO  £100,000. 


Class  not 

Total  incomes 

Number  of 

exceeding 

assessed 

persons 

£10,000 

£50,850,830 

7411 

15,000 

24,383,880 

2029 

20,000 

13,550,046 

787 

25,000 

9,697,248 

438 

35,000 

11,099,384 

382 

45,000 

7,303,011 

186 

55,000 

5,269,881 

107 

65,000 

3,353,446 

56 

75,000 

2,575,501 

37 

100,000 

4,733,982 

55 

Over 

100,000 

12,176,735 

66 

£144,993,944 

11,554 

No 

dogma 

here 


The  question  of  the  necessary  expenditure  of  the 
owners  of  these  large  incomes  will  come  to  the  mind 
of  many  readers,  and  although  I  have  good  authority 
for  putting  the  maximum  reasonable  and  defensible 
expenditure  of  a  family  at  £5000,  it  is  still  immaterial 
to  my  point  whether  the  expenditure  is  one-tenth  or 
nine-tenths  of  the  actual  income.  My  point  is  that, 
be  the  average  margin  of  reserve  only  one-tenth  or 
one-twentieth  of  the  actual  incomes  above  £700,  it 
still  forms  the  main  stream  into  the  "  national  " 
reserve  of  wealth,  and  can  be  influenced,  as  I  have 
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said,  by  extravagance,  misfortune,  or  other  causes. 
It  is  relevant  to  note  here  that  the  actual  "  national  " 
accumulations,  though  really  the  monopoly  of  a  few, 
equal  £300  per  head  of  population  or  £1500  per  family 
of  five. 

The  ratio  between  income  and  expenditure  in  the  A  great 
diagrams  is  merely  illustrative  and  quite  arbitrarily  ^J^^fJ" 
arrived  at.     As  Mr.  Money  well  says :    "A  certain  ment 
number  of  extraordinary  men  exist  who  contrive 
to  rear  a  family  upon  30s.  a  week  and  to  save  enough 
to  provide  for  their  old  age.     These  are  the  few  who 
are  not  merely  themselves  of  a  most  frugal  disposi- 
tion, but  who  have  chanced  to  bestow  their  affections 
upon  a  girl  as  abstemious  and  as  thrifty  as  them- 
selves. .  .  .     That   such   cases   are   rare   will   only 
surprise   those   who    have   never    had   occasion   to 
practise  thrift." 

Quite  apart  from  the  marginal  reserve  shown  in 
my  diagrams,  there  is  the  very  important  fact  that 
an  enormous  part  of  the  actual  expenditure  is  futile 
and  wasted.  Professor  Marshall  (quoted  by  Mr. 
Money)  declares  that  "  perhaps  £100,000,000  annually 
are  spent  even  by  the  working  classes,  and  £400,000,000 
by  the  rest  of  the  population  of  England  in  ways 
that  do  little  or  nothing  towards  making  life  nobler 
or  truly  happier." 

It  may  now  be  asked  by  the  reader,  "  This  is  very 
interesting,  no  doubt,  but  what  has  it  to  do  with 
advertising  ?  "  It  has  this  to  do  with  advertising, 
that  advertising  has  a  direct  effect  upon  the  whole 
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economic  structure  of  society,  and  so  I  have  en- 
deavoured to  present  and  visualize  that  form  of  the 
social  structure  which,  like  the  cross-cut  of  a  tree, 
can  show  us  the  rings  of  advertising  influence. 

Upon  the  huge  expenditure  shown  in  my  diagrams 
the  influence  of  advertising  is  only  partial,  but  this 
influence  is  increasing  rapidly,  and  if  it  continues 
for  the  next  ten  years  in  the  same  ratio  as  the  last 
its  power  will  possibly  direct  the  allocation  of  the 
great  bulk  of  the  expenditure  of  the  workers  and  a 
half  or  two-thirds  of  the  total  for  all  classes. 
The  The   bulk   of   advertising  is   concerned  with  the 

neces'       prime  necessaries  and  staple  requirements  of  life. 
sanes         ^  ir  -x 

of  life  This  applies  to  something  like  90  per  cent,  of  all 
advertising  at  present.  Those  who  doubt  this  are 
probably  thinking  of  national  publications  issued 
from  London,  but  the  enormous  number  of  provincial 
papers  must  also  be  borne  in  mind,  and  the  fact  that 
the  hoardings  (which  cannot  circulate  among  a  special 
class)  are  mostly  used  for  articles  of  general  demand 
and,  in  the  main,  could  only  be  profitably  employed 
for  such  purposes. 

We  can  now  see  the  probable  effect  of  advertising 
on  varying  classes. 
Ineui'  So  far  as  those  classes  are  concerned  whose  income 

table         jQgg  j^Q^  exceed  their  expenditure  it  is  logical  to 
optional    declare  that  the  purchase  of  some  successfully  adver- 
tised article  must  mean  the  displacement  of  something 
else.     Though  it  is  not  equally  logical  to  say  that 
this  "  something  else  "  must  always  be  non-advertised 
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goods  of  a  similar  character,  formerly  used,  yet  it 
is  reasonable  to  assert  that  this  is  often  the  case. 
Note,  however,  that  in  the  case  of  the  "  comfortable  " 
and  wealthy  classes  the  purchase  may  either  be  borne 
by  the  displacement  of  some  other  part  of  the  normal 
expenditure  or  by  reducing  the  amount  of  the  annual 
saving.  The  man  who  buys  expensive  motors, 
jewels,  or  costly  presents,  or  indulges  in  extravagance, 
often  has  to  forgo  the  pleasure  of  banking  as  much 
as  previously  unless,  as  is  sometimes  the  case  with 
a  motor,  it  becomes,  directly  or  indirectly,  a  reproduc- 
tive investment. 

But  among  the  great  mass  of  the  people  there  is 
no  such  alternative.  There  are  iron  economic  laws. 
If  "  Quaker  Oats  "  are  bought  for  breakfast,  loose 
oats  are  not  bought  in  consequence. 

Speaking  at  Manchester  before  the  Column  Club 
on  this  very  point,  but  referring  to  a  family  with  an 
income  just  above  the  expenditure,  I  said  : 

"  We  find  at  a  given  period  that  the  expenditure  Specific 
in  a  given  household  is  allotted  in  a  given  way.  ^^^^ 

"  Father  has  Scotch  oats  for  breakfast,  smokes 
loose  tobacco  from  the  corner  shop,  wears  clothes 
from  a  variety  of  origins,  has  his  boots  soled  and 
heeled  in  the  ordinary  way,  and  is  not  particular  about 
his  collars. 

"  Mother  washes  with  blue  mottled  soap  and  any 
old  bag  of  blue,  gives  faded  garments  to  the  rag  and 
bone  man,   wears  all  sorts    of    corsets,   and  buys 
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any  kind  of  flannel.     She    banks    about    £20    per 
annum. 

"  At  a  later  period  we  find  that  father  is  having 
Quaker  Oats  or  Grape  Nuts  for  breakfast,  he  smokes 
Chairman  tobacco,  buys  his  clothes  from  Groves  and 
Lindley,  has  his  boots  soled  with  Driped,  and  wears 
Robinson  and  Cleaver's  collars. 

"  Mother  uses  Sunlight  Soap,  Reckitt's  Blue, 
renovates  faded  garments  with  Drummer  Dyes,  wears 
J.  B.  Corsets,  buys  Viyella.  She  still  banks  £20  per 
annum,  possibly  £25. 

"  I  contend  that  by  the  influence  of  advertising 
the  unbranded  and  unadvertised  articles  have  been 
displaced.  Mother  and  father  cannot  buy  them  as 
well  as  the  others.  The  selling  cost  per  pound  of  soap 
or  per  suit  of  clothes  is  less  to  the  advertiser,  by  virtue 
of  his  concentration  upon  the  cheapest,  most  direct, 
and  most  cumulative  method  of  selling." — Reported 
in  Sales  Promotion,  January  1914. 

Another  A  further  specific  instance  of  the  effects  of  advertis- 
tnstance  ^^^  upon  the  sale  of  commodities  for  which  the  total 
demand  is  necessarily  limited  was  given  in  the  case 
of  *'  Driped,"  a  sole  leather,  the  wearing  qualities 
of  which  would  actually  tend  to  decrease  the  actual 
total  expenditure  upon  boots.  It  must  again  be 
remembered  that  I  am  dealing  with  real  and  not 
ideal  conditions,  and  that  from  year  to  year  the 
actual  expenditure  upon  boots,  although  it  may  vary 
according  to  the  influence  of  many  circumstances, 
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is  yet  regulated  in  its  total  extent  by  certain  iron 
economic  factors.  I  said  in  the  course  of  the 
debate : 

"  Driped  is  the  super  leather  for  soles. 

"  Walkers  are  tanners. 

"  There  are  others. 

"  Boots  soled  with  Driped  last  longer.  '  Your 
boots  will  cost  you  more  ! '  But  they  will  last  longer, 
and,  in  the  end,  they  will  be  cheaper. 

"  The  number  of  boots  in  wear  is  not  capable  of 
indefinite  expansion.  You  cannot  say  that  the 
Driped  campaign  is  making  new  wearers  of  boots. 

"  The  more  Driped  sold  for  this  purpose  the  less 
other  leather  will  be  required. 

"  Walkers  put  up  the  expenditure. 

"  They  get  corresponding  benefit. 

"  Other  tanners  bear  the  ultimate  burden. 

"  But  a  new  phase  appears  in  the  case  of  Kodak.       A  new 

"  They  advertise  to  make  new  photographers.  factor 

"  Orchestrelle  advertise  to  make  new  musicians, 
even  if  of  a  mechanical  sort. 

"  Riley  advertises  for  new  billiard  players. 

"  Some  of  Colman's  advertising  shows  a  new  use 
for  mustard  (or  new  so  far  as  advertising  is  concerned). 

"  But  all  of  these  people  can  compete  in  price  with 
firms  making  the  same  commodities  who  do  not  spend 
a  penny  in  advertising.  And  in  every  case  they 
displace  something  else  unless  the  purchaser  is  a  man 
of  unlimited  wealth." — Ex  Sales  Promotion, 
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Ring  It  may  seem  that  the  volume  of  total  demand  is 

out  the  capable  of  elastic  development,  and  the  sale  of  cocoa 
may  be  instanced.  It  is  true  that  advertising  has 
developed  a  tremendous  demand  for  cocoa,  but  just 
as  the  advent  of  tea  displaced  "  Mead  "  as  a  national 
drink,  so  must  cocoa  also  affect  the  total  of  other 
beverages  drunk.  Although  the  effect  may  not  be 
immediately  obvious,  and  although  its  clearness  may 
be  dimmed  by  the  effect  of  steadily  increasing  total 
population,  and  consequent  growth  of  total,  though 
not  individual,  demand,  yet  the  effect  is  none  the  less 
sure.    As  I  said  at  Manchester  : 

"It  is  the  rule  of  life  that  the  loser  pays.    It  may 
not  necessarily  be  direct. 
Econo-  "  I  may  place  a  dozen  pennies  in  a  row  upon  the 

^^'^  .  table.  If  I  strike  the  penny  at  one  end  the  penny 
tation  at  the  other  will  fly  back.  The  shock  has  been  trans- 
mitted through  the  remainder  of  the  pennies.  In 
billiards  you  can  cannon  off  the  cush.  (You  can, 
I  can't.)  I  believe  also  that  a  dishonoured  bill  finds 
its  way  back  through  the  various  people  who  have 
negotiated  it  until  its  burden  is  borne  by  the  original 
acceptor."    Ex  "  Sales  Promotion" 

Wider  Higher  up  in  the  social  scale  the  purchase  of  a 

scope         motor,   a  piano-player,   an  aeroplane,   a  bungalow, 

or  the  cost  of  a  tour  round  the  world  may  hardly 

affect  the  total  annual  expenditure  of  the  individual, 

and  such  expenditure  in  this  or  that  direction  may 
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be  almost  as  fortuitous  as  the  winds  that  blow,  yet 
establishing  a  certain  kind  of  average  upon  which 
the  probable  demand  for  various  luxuries  by  a  class 
as  a  whole  can  be  estimated  by  the  suppliers.  But 
down  below  this  superstructure  of  great  expenditure 
is  the  steady  expense  by  the  housekeeper  and  the 
steward  upon  certain  staple  necessaries,  and  the  total 
expenditure  permitted  for  these  is  more  or  less  fixed 
and  inelastic. 

When  advertising  has  increased  or  created  a 
demand  for  a  commodity  it  may  also  have  served  to 
higher  the  standard  of  living  of  the  workers  and  to 
have  created  desires  which  they  are  not  willing  to 
forgo.  It  may  also  have  served  to  cheapen  the 
cost  of  the  conmiodity,  as  I  shall  endeavour  to 
show. 

The  total  expenditure  does  not  necessarily  increase  An 
when  the  workers  obtain  better  wages,  but  the  direc-  ^^P^'''^' 
tion  of  that  portion  of  the  expenditure  is  changed,  point 
The  point  is  best  expressed  thus  :   "  The  more  there 
is  allotted  to  labour  the  less  there  will  remain  to  be 
appropriated  as  rent  "  (Fawcett,  "  Manual  of  Political 
Economy  "). 

Perhaps  it  will  be  clear  now  that,  as  I  have 
previously  said,  the  burden  or  the  cost  of  advertising 
is  borne  as  follows  : 


(1)  All  advertising  primarily  by  the  less  efficient  The 
and   more   costly   selling   methods   which   it  ^?^l^ 
displaces. 
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(2)  Ineffective  advertising  by  the  inefficient  adver- 

tiser himself. 

(3)  Efficient  advertising  of  expensive   or  useless 

articles  by  the  well-to-do  consumer,  who  pur- 
chases the  goods  as  an  addition  to  his  ordinary 
total  annual  expenditure,  and, 

if  the  consumer  has  a  limited  income,  in  the  same 
manner  as  the 

(4)  Efficient  advertising  of  staple  commodities,  i.e. 

by  whatever  they  displace,  mainly  but  not 
wholly  non- advertised  articles  of  a  similar 
character. 

These  pay  for  advertising  in  the  very  practical 
sense  which  is  meant  by  the  present  writer,  and  in 
the  only  economic  sense  which  is  applicable  to 
existing  conditions. 


CHAPTER  XI 

SOME  CONSEQUENCES 

"  The  age  is  running  mad  after  innovation  ;  and  all 
business  of  the  world  is  to  be  done  in  a  new  way  ;  men 
are  to  be  hanged  in  a  new  way  ;  Tyburn  itself  is  not  safe 
from  the  fury  of  innovation.'''' — ^Dr.  Johnson. 

THE  effects  of  advertising,  as  commercial 
warfare  brought  from  subterraneous  darkness 
to  the  light  of  day,  are  various  and  important. 

That  the  tendency  is  to  cheapen  the  cost  of  the  Actual 
product  could  be  shown  in  many  ways  and  by  many  /^^' 
instances.  A  specific  case  is  that  of  a  mechanical 
contrivance  of  wide  commercial  use,  which  when 
widely  advertised  cost  about  £14,  and  when  not 
advertised  cost  £35.  The  cheapest  typewriters  are 
the  most  widely  advertised. 

Take  a  commodity  of  general  use.  It  may  be 
made  by  a  hundred  firms,  each  with  its  own  methods 
of  supplying  consumers  and  its  own  costly  selling 
and  distributing  organization.  Each  firm  is  sending 
its  products  in  all  directions,  crossing  and  recrossing 
each  other's  paths,  and  each  firm  with  a  very  small 
proportion  of  the  total  output. 

By  means  of  efficient  branding  and  advertising  The 
a  firm  secures  a  greater  proportion  of  the  business  *^^"*<'«' 
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than  the  others.  The  cost  of  production  per  unit 
is  then  reduced  and  the  cost  of  selHng  per  unit  is 
also  then  reduced,  thus  giving  the  advertiser  a  marked 
initial  advantage  over  his  competitors,  enabUng  him 
to  continue  the  upward  development  of  his  sales 
and  the  simpUfication  of  his  distribution.  Simultane- 
ously, owing  to  diminished  output,  the  cost  of  pro- 
duction per  unit  for  his  competitors  has  increased, 
and  also  the  cost  of  selling  per  unit  has  become 
higher. 
Kept  up  The  advertiser,  therefore,  if  and  when  his  adver- 
mark  tising  is  backed  up  by  a  successful  policy,  can  proceed 
to  develop  his  advantage  and  assume  a  position  of 
dominance  in  his  trade,  while  the  consumer  secures 
an  advantage  over  the  cost  and  quality  of  the  mis- 
cellaneous unbranded  products  which  were  formerly 
bought  by  him.  It  is  mainly  by  showing  such 
advantage  that  the  advertiser  can  retain  the  custom 
won,  for  if  he  advances  his  prices  or  diminishes  the 
quality  of  his  goods  below  a  certain  margin  then  he 
immediately  presents  his  vitals  to  the  attack  of  the 
potential  competition  which  is  latent  in  the  social 
organism. 
Real  and  And,  for  the  retention  of  his  position,  it  is  a  general 
value  ^^^^»  ^^^^  known  to  most  advertisers,  that  the  quality 
(or  real  value)  is  more  important  than  the  price  \ 
(or  nominal  value).  The  pubhc  is  aware  that  it 
is  more  economical  to  pay,  possibly,  slightly  more 
per  pound  weight  for  soap  so  long  as  the  actual 
cleansing  power  is  greater  than  it  was  formerly.     In 
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the  case  of  boots,  also,  the  public,  even  the  labouring 
classes,  are  fast  recognizing  the  economy  of  paying 
more  money  for  a  branded  boot  with  a  reputation 
to  maintain  than  for  the  almost  useless  and  wearless 
rubbish  sold  at  cheap  prices  and  of  such  execrable 
material  that  the  maker  takes  good  care  not  to  let 
his  name  appear  upon  them. 

Still  further,  in  the  case  of  the  supply  of  raw  Aniu' 
material,  it  is  possible  for  the  dominance  won  by  an  f^^^^L 
advertiser  to  have  a  national  value  beyond  the 
mere  primary  economic  consideration  usual  in  such 
matters.  The  action  of  Lever  Brothers  is  a  case  in 
point.  The  enormous  economical  concentration  of 
production  and  distribution  in  the  hands  of  this 
firm  has  enabled  them  to  go  out  to  the  waste  and 
undeveloped  places  of  the  earth,  to  buy  up  huge 
areas  of  territory  to  be  used  permanently  for  the 
production  of  the  seeds,  nuts,  and  other  vegetable 
products  from  which  the  raw  material  must  be 
obtained.  Under  the  old  system  of  a  hundred  small 
competing  soap  boilers  spread  over  the  country 
such  an  undertaking  would  have  been  impossible. 
If  it  had  been  done  at  all  it  would  have  been  by 
certain  merchants  or  speculative  investors,  who  would 
then  have  burdened  an  already  wasteful  and  costly 
method  of  soap  production  with  their  own  profits 
upon  the  raw  material  they  could  supply  to  the 
hundred  different  firms.  If  Cadbury  won  where 
Robert  Owen  failed,  it  is  by  virtue  of  the  beneficent 
power  and  aid  of  advertising. 
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There  are  many  other  equally  important  instances 
which  could  be  enumerated  of  similar  and  diverse 
direct  and  indirect  benefits  resulting  from  the  sane 
application  of  the  principle  of  advertising.  I  might 
also  say  that  most  of  the  worst  forms  of  commercial 
and  industrial  abuse  are  to  be  found  in  the  branches 
where  advertising  has  no  place.  A  complete  and  utter 
monopoly  of  the  old  Queen  Elizabeth  type  and  of  the 
modern  American  type  has  neither  the  need  nor  the 
desire  to  advertise  to  increase  the  total  demand. 

(It  should  be  remarked  that  one  of  the  most  poorly 
remunerated  of  all  classes,  the  farmers  and  the  agri- 
cultural labourers,  are  the  very  class  in  the  marketing 
of  whose  products  advertising  has  no  part  whatever.) 

So,  too,  who  has  not  read  of  the  wine  producers 
who,  to  overcome  the  (to  them)  disastrous  effects  of 
a  good  crop,  would  deliberately  redden  the  waters  of 
the  rivers  with  the  huge  hogsheads  of  surplus  wine, 
the  effect  of  which,  if  placed  on  the  market,  by  excess 
of  supply  over  existing  and  almost  static  demand, 
would  have  been  not  only  to  reduce  the  price  per 
bottle,  but  even  to  reduce  the  actual  total  received 
for  the  entire  supply,  to  say  nothing  of  the  extra  cost 
of  distribution  of  the  excess  quantity. 

Here,  under  modern  conditions,  is  a  striking 
instance  of  the  beneficence  of  advertising.  Let  the 
product  be  what  it  may,  it  is  in  the  power  of  adver- 
tising to  find  new  fields  of  consumption  for  it,  and  a 
hundred  welcome  dainties  which  serve  to  lighten 
the  road  of  the  tired  traveller  through  life  have  been 
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spread  among  the  millions  who  would  otherwise 
never  have  known  of  their  very  existence  except 
through  advertising.  I  have  truly  said  in  a  former 
chapter  that  advertising  is  the  spirit-level  of  human 
economic  progress ;  I  now  declare  it  to  be  the 
spirit-level  between  maximum  supply  and  maximum 
potential  demand. 

Look,  for  instance,  at  the  beneficent  effect  of  An 
advertising  in  the  domain  of  cheap  travel  and  economic  -  , , 
excursions,  bringing  pure  joy  and  health  and  new 
vigour  to  a  million  dark  and  cheerless  city  lives. 
It  is  by  advertising  that  Restall,  Cook,  the  Sunday 
League,  and  other  benefactors  have  gathered  together 
the  great  desire  and  feeble  resources  of  the  masses 
and,  like  the  bundle  of  faggots  in  the  ancient  fable 
(by  the  mere  cost  of  the  binding,  i,e,  advertising), 
have  been  able  to  play  on  the  powerful  and  unromantic 
railway  companies  even  as  David  of  old  played  before 
the  gloomy  Saul — but  for  the  joy  of  people  and  not 
of  a  mere  morose  monarch  only. 


CHAPTER  XII 

"  WISE  SAWS  AND  MODERN  INSTANCES  " 

"  Hvem  Gud  vil  slaar  i  Livets  Strid 
Ham  gjor  han  forst  til  Individ.^* 

Ibsen,  "  Peer  Gynt." 

THERE    is    no   argument    against    advertising 
which  cannot  be  used  with  equal  or  greater 
force  against  the  incubator,  the  fire  brigade, 
the  legislator,  or  the  political  economist. 

It  can  be  said,  for  instance,  that  the  hen  will 
hatch  the  eggs  in  an  economical  manner,  why,  there- 
fore, spend  money  on  an  incubator  ?  Need  I  answer  ? 
Should  I  not  libel  the  intelligence  of  my  readers  by 
attempting  to  do  so  ?  "  Incubated  goodwill  "  is 
a  prime  product  of  advertising. 

To  define  advertising  (all  advertising,  good  and 
bad)  by  one  comprehensive  generalization  (omitting 
only  official  and  purely  informative  advertising  such 
as  a  railway  time-table.  Royal  Proclamation,  noti- 
fication of  bankruptcy)  I  would  say : 

A  defi'  "  ADVERTISING  IS  THE  PRESENTATION  OF 


nition 


THE  FACTS,  FALLACIES,  FANCIES,  OR  FALSE- 
HOODS WHICH  INDICATE  AN  ABILITY  TO  PRO- 
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VIDE  A  NECESSARY,  SUPPLY  A  LUXURY,  OR 
RENDER  A  SERVICE,  COMBINED  WITH  THE 
IMPLIED  READINESS  TO  DO  SO,  AND 
FRAMED  WITH  A  VIEW  TO  EVOKING  A 
DESIRE  FOR  SUCH  NECESSARY,  LUXURY,  OR 
SERVICE  ON  THE  PART  OF  THE  PERSON  OR 
PERSONS    TO    WHOM    THE    ADVERTISING    IS 


directed: 


What    is    the    essential    secret    of    advertising  ?  What  is 

the 
secret  ? 


What  is  the   cause  of  its  apparently  inexplicable 


success.  Can  there  really  be  any  satisfactory  ex- 
planation or  is  it,  as  was  said  by  the  American 
writer  previously  quoted,  "  white  magic  "  ?  How 
can  the  advertisers  possibly  recoup  themselves  for 
the  large  sums  of  money  expended  to  advertise  the 
very  cheap  articles  for  which  alone  there  can  be  a 
wide  demand,  or  the  expensive  articles  for  which 
the  demand  must  necessarily  be  limited  ? 

There  is  such  an  explanation,  and  before  giving  Multum 
it  I  would  like  to  say  at  once  that  the  actual  cheapness  ^*  pa»^o 
or  "  small  cost  "  (a  different  thing)  of  an  article 
gives  only  a  very  hazy  indication  of  the  volume  of 
trade  which  may  be  represented.  There  was  a 
million  of  money  in  "  Blakey's  Boot  Protectors  "  as 
profit  alone,  and  a  saving  of  many  millions  to  their 
users.  Their  small  price  was  the  very  cause  of  their 
huge  sale.  There  was  a  million  of  money  in  the 
"  Pigs  in  Clover  "  puzzle  of  my  boyhood.     It  is, 

L 
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however,  seldom  the  selling  price  of  goods  so  much 
as  their  skilful  marketing  which  yields  the  fortunes. 
It  is  usually  far  harder  to  sell  an  invention  than  to 
produce  it.  The  actual  idea  behind  the  invention 
comes  as  a  flash  from  the  infinite;  the  selling  of 
the  products  incorporating  that  invention,  and  the 
task  of  making  the  public  realize  its  utility,  of  making 
the  public  desire  to  possess  it  and  know  that  it  wants 
it,  call  for  very  different  and  far  more  sterhng 
mental  effort,  toil,  and  abiUty.  Hence,  so  many 
clever  inventors  die  poor,  unable  to  utilize  their 
mental  gifts  in  the  propagation  of  the  use  of  their 
inventions.  Hence  also  the  apparent  injustice  of 
the  wealth  and  affluence  of  those  who  "  exploit  " 
such  inventions.  I  am  not  prepared  to  discuss  the 
"  injustice  "  of  this  because,  I  repeat  again,  I  am 
interested  for  the  purpose  of  this  book  in  things 
as  they  are  and  not  in  the  domain  of  things  as  they 
ought  to  be. 

In  order  to  sum  up  in  a  single  comprehensive 
sentence  the  whole  economic  secret  of  advertising,  I 
would  use  the  following  words : 

''WHEREAS,  ON  THE  ONE  HAND,  THE 
EFFECTS  OF  THE  SALE  OF  AN  UNBRANDED 
AND  UNADVERTISED  ARTICLE  END  WITH 
EACH  SEPARATE  TRANSACTION,  BRINGING 
NO  CONSEQUENT  CONNEXION  BETWEEN  THE 
PRIME  SELLER  AND  THE  ULTIMATE  BUYER  ; 
ON  THE  OTHER  HAND,  THE  EFFECTS  OF  THE 
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sale  of  a  branded  and  advertised 
article,  if  equal  to  or  exceeding  the 
standard  of  expectation  only  begin 
with  the  initial  transaction,  result- 
ing in  further  voluntary  purchases 
of  the  same  known  product  and  cul- 
minating in  the  habit  of  buying  and 
recommending  it,  thus  producing  asa 
result  of  one  primary  selling  expense 
a  crescendo  of  demand  out  of  all  pro- 
portion to  the  small  cost  of  the 
advertising  which  generated  it  and 
which  originated  these  continuous 
consequences:' 

I  made  this  point  at  Manchester,  saying  :    "  The  The 

whole  tendency  is  for  an  annual  expenditure,  hitherto  ^^^^^' 

quence 
spent  on  goods  of  uncertain  and  varying  origins, 

to  be  spent  on  goods  of  certain  and  unvarying 
origin,  the  accomplishment  of  this  being  the  function 
of  advertising  on  behalf  of  the  proprietors  of  the 
branded  articles,  who,  in  turn,  receive  their  com- 
pensation from  the  increased  volume  of  their  turnover, 
secured  by  the  displacement  of  the  unbranded 
commodity,  the  consequent  centralization  of  pro- 
duction and  distribution  effecting  alone  a  saving 
far  greater  than  the  total  cost  of  advertising  expen- 
diture involved." — Sales  Promotion. 

Here  are  some  observations  by  Mr.  Angus  Watson, 
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the  personality  behind  the  "  Skipper  "  sardine,  an 

organizer  and  an  advertiser  of  conspicuous  ability 

in  both  phases  of  his  activity,  written  in  reply  to  a 

request  for  his  views  on  the  subject  of  this  book. 

He  says  : 

"  There  is  no  doubt  that  a  large  amount  of  the 

success  that  our  business  has  secured  has  been  due 

to  the  steady  advertising  campaign  that  we  have 

carried  on  with  it.     I  have  always  been  a  believer 

in  advertising,  and  have  studied  it  for  the  last  twenty 

years. 

The  "  Our  first  advertising  efforts  were  quite  modest. 

voice  oj     Yf^  began  by  selecting  as  competent  a  selling  staff 
expe-  is  J  b  f  & 

Hence  as  we  could  afford  to  secure,  and  in  this  way  succeeded 
in  getting  our  goods  introduced  to  the  trade.  Then 
we  helped  the  grocer  to  get  rid  of  his  stock  by  follow- 
up  correspondence  systematically  forwarded  to  his 
customers.  This  we  subsequently  expanded  by  a 
modest  press  advertising  campaign,  carefully  select- 
ing weekly  mediums  for  our  purpose,  and  confining 
our  appeal  to  the  women  purchasers,  because  in  our 
opinion  the  greater  spending  power  lies  with  the 
woman.  As  our  business  developed,  we  took  larger 
spaces  in  the  magazines,  commenced  to  include 
newspapers,  and  had  a  rather  ambitious  billposting 
programme  as  well,  and  on  these  lines  we  have  con- 
tinued ever  since. 
The  "  Experience  has  taught  us  that  it  is  not  so  im- 

simple       portant  that  large  spaces  should  be  taken  as  that 
they   should   be   constantly   before   the   public.     A 
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comparatively  modest  advertising  programme,  per- 
sisted in,  is  without  doubt  more  valuable  than  a 
big  splash  and  then  a  comparative  silence  for  a  long 
time. 

"  From  the  foregoing,  it  will  be  seen  that  there 
was  nothing  novel  about  our  advertising  methods. 
We  have  been  working  on  well-recognized  lines, 
and  this  alone  should  go  to  prove  that  good  adver- 
tising methods  pay.  On  the  question  as  to  whether 
advertising  is  an  additional  charge  to  a  business, 
we  have  endeavoured  to  deal  with  this  in  one  of 
our  little  '  Prosperity '  leaflets,  entitled  '  Don't 
Advertise,'  of  which  I  enclose  you  a  copy.  From  My 
this  it  will  be  seen  that  our  argument  is^  that  advertisings 
properly  conducted,  not  only  does  not  increase,  hut 
actually  reduces  the  selling  'price  of  the  product,  and 
to  that  extent  makes  it  cheaper  to  the  public,^'' 
The  leaflet  reads  as  follows  : 

"  Dishonest   advertising   destroys   the   confidence 
that  would  otherwise  be  placed  in  it." 

"  There  was  once  a  grocer  who  had  accepted  the  The 
doctrine  that  advertised  goods  were  never  value  for  ^^^^ 
money,  and  that  it  was,  therefore,  bad  business 
to  develop  the  trade  for  proprietary  articles.  As  a 
result  of  this  conviction,  he  was  constantly  on  the 
look  out  for  '  own  name  '  substitutes  for  well-known 
and  largely  advertised  brands  of  goods.  When  his 
customers  asked  for  a  proprietary  brand  of  cocoa, 
or  a  well-advertised  brand  of  soap,  he  always  replied 
'  Don't  you  know  that  you  have  to  pay  for  the  adver- 
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tising  if  you  buy  this  article  ?  Why  not  try  my  own 
brand,  which  is  quite  as  good  and  much  cheaper  ? ' 
Frequently  his  customers  were  influenced  by  his 
persuasion  and  purchased  the  article  recommended, 
but  in  many  cases  he  noticed  that  the  order  was  not 
repeated  and  that,  in  consequence,  the  soap  trade 
or  the  cocoa  trade  of  the  customer  went  elsewhere. 
Moreover,  he  found  it  difficult  to  obtain  a  reliable 
quality  of  unbranded  goods,  for  the  manufacturer 
had  no  reputation  to  maintain,  and  was  more  con- 
cerned in  making  an  immediate  big  profit  than  in 
supplying  a  quality  that  was  entirely  reliable. 
Curiously  enough  also,  he  found  that  for  goods 
that  were  competitive  at  all  he  had  to  pay  nearly 
the  same  prices  that  he  was  paying  for  the  adver- 
tised article,  which  was  difficult  to  understand,  in 
view  of  the  argument  that  it  bore  a  heavy  adver- 
On  the      tising   tax.     The   grocer,    however,    was   acting   on 

^^ong       conviction,  and  it  was  only  when  he  began  steadily  to 
track  «  .» 

lose  ground  with  his  business  that  he  came  to  recon- 
sider his  position.  His  butter  trade  was  leaving 
him  (it  had  gone  to  a  firm  who  were  largely  adver- 
tising) ;  and  his  tea  trade  was  becoming  a  thing  of 
the  past — a  large  firm  of  advertising  tea  men  had 
commenced  business  in  the  same  street.  And, 
worst  of  all,  one  of  his  own  assistants,  whose  ideas 
were  diametrically  opposed  to  his  own,  opened 
an  attractive  looking  shop  not  many  doors 
away,  and  flooded  the  district  with  his  advertising 
circulars. 
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"  When,  therefore,  a  representative  selling  Hard 
'  Skipper '  sardines  called  upon  him,  our  grocer  ^ 
friend  was  deeply  reconsidering  his  position, 
although  in  reply  to  the  introduction  of  the 
salesman,  he  made  the  usual  remark,  '  No,  I 
never  encourage  the  sale  of  proprietary  articles. 
The  grocer  and  the  pubHc  have  to  pay  for 
all  the  advertising.'  '  Forgive  me  if  I  endeavour 
to  prove  that  you  are  mistaken,'  said  the  '  Skipper  ' 
sardine  man,  '  and  let  me  illustrate  my  point  of 
view  with  the  line  I  am  selling — "  Skipper  "  sardines. 
When  "  Skipper  "  sardines  are  packed  in  the  canneries 
in  Norway,  and  the  goods  are  ready  for  marketing, 
the  canner  has  to  consider  which  is  the  cheapest 
way  of  getting  them  into  the  hands  of  the  public. 
In  doing  this,  there  are  certain  charges  on  the  goods 
that  have  to  be  faced.  In  the  first  place,  there  is 
carriage  from  the  cannery  to  destination,  then  the 
profit  of  the  retailer  who  is  distributing  the  goods, 
and  the  cost  of  the  salesman  who  introduces  them  to 
the  customer.  Two  of  these  charges  are  variable 
in  amount,  being  large  if  the  quantities  sold  are  small, 
and  comparatively  small  if  the  quantities  sold  are 
large.  For  example,  if  a  grocer  orders  a  single  case  The 
of  "  Skipper  "  sardines,  the  freight  by  steamer  from  ^^f^^^, 
Stavanger  to  England  would  probably  be  based 
on  a  rate  which  would  cost  not  less  than  2s.  for  the 
case.  Then  the  rail  charges  in  England  from  the 
port  to  the  customer  would  also  be  based  on  a 
"  scale  rate,"   and  would  mean  that  again  there 
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would  be  a  charge  of  not  less  than  2s.  The  sales- 
man's salary  and  travelling  expenses  also  would 
have  to  be  paid,  but  if  he  only  sold  a  case  on  his 
journey  these  charges  would  have  to  be  added  to 
the  cost  of  selling  the  case.  If,  however,  the  demand 
for  "  Skipper  "  sardines  was  sufficiently  large  to  justify 
the  distributor  buying  a  hundred  cases  instead  of 
one,  all  these  charges  would  be  considerably  reduced — 
less  freight  per  case,  less  carriage  charge  per  case, 
and  less  selling  charge  per  case. 

'' '  It  is  just  here  that  advertising  comes  in.  It 
creates  a  demand  which  enables  the  grocer  to  purchase 
in  larger  quantities,  and,  as  a  result,  it  actually 
reduces  the  selling  cost  of  the  goods  and  enables 
the  manufacturer  to  offer  them  at  a  lower  rate  than 
it  would  otherwise  be  possible  for  him  to  do. 
The  test         "  '  Nothing  can  be  more  mistaken  than  the  idea 

of  com-     i\^2Lt  advertised  articles  cost  more  than  unadvertised 

panson 

articles  because  the  public  must  pay  for  the  adver- 
tising, for  it  is  certain  that  if  you  take  two  articles 
of  the  same  quality,  costing  the  same  to  manufacture, 
and  have  one  of  them  sold  by  advertisement  and 
the  other  sold  without  it,  it  will  cost  more  to  get  the 
unadvertised  article  into  the  hands  of  the  public 
than  the  one  that  is  advertised.' 

The  light      "  This  was  a  new  argument  for  the  grocer.     He  had 

of  reason  never  looked  at  the  matter  from  this  point  of  view, 
but  as  he  gave  the  question  consideration  he  recog- 
nized increasingly  the  soundness  of  the  logic  and  the 
unsoundness  of  his  previous  position.     Further  than 
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that,  he  resolved  to  apply  the  same  principle  to  his 
own  business,  for  obviously,  if  he  could  double  his 
turnover  at  the  same  expense,  he  would  materially 
increase  his  profits.  He  would  have  to  pay  no  more 
rent  or  lighting,  his  horses  and  carts  could  do  con- 
siderably more  work  without  extra  cost,  his  shop 
assistants  instead  of  working  at  half  pressure  would 
be  working  at  full  pressure,  and  the  mill  of  prosperity 
would  grind  out  his  profits  in  increasing  volume. 

"  A  year's  experience  on  the  new  lines  proved  the 
soundness  of  this  position,  and  he  did  not  readily 
forget  that  his  altered  point  of  view  was  due  to  the 
argument  of  a  '  Skipper  '  sardine  salesman.  Perhaps 
that  is  why  '  Skipper  '  sardines  always  had  a  warm 
corner  in  his  heart  and  a  prominent  position  in  his 
shop  window." 

Mr.  Burriss  Gahan  of  Kodak,  Limited,  writes  : 

"It  is  quite  obvious  that  the  cost  of  advertising  One  who 

Kodaks  does  not  become  an  additional  charge  on  ^"^^' '® 

know 
the    purchaser.     Nobody    with    any    knowledge    of 

the  economics  of  advertising  would  venture  to  make 

any  such  contention  in  the  case  of  a  Hne  of  goods 

like  our  own.     The  contention  would  be  at  once 

disproved  by   comparing  the  regular  retail  selling 

price  of  our  Kodaks  with  the  price  of  unadvertised 

cameras  which  can  stand  comparison  with  Kodaks 

in  point  of  quality. 

"It  is   often   said  by   dealers  that  a  Kodak  is  Simple 

the   only  camera  which  they  can  sell  with  perfect  '°^*^ 
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confidence  that  the  whole  mechanism  is  in  working 
order  and  that  the  instrument  will  not  call  for 
adjustment  or  repair  in  the  immediate  future.  If 
this  praise  of  Kodak  quality  is  justified,  it  is  due  partly 
to  our  system  of  inspection,  but  more  especially 
to  the  exceedingly  accurate  machinery  by  which 
the  various  parts  are  made.  The  machinery  necessary 
to  make  any  new  model  costs  hundreds,  probably 
thousands  of  pounds.  If  this  capital  outlay  were 
spread  over  the  small  number  of  cameras  which  would 
be  sold  without  advertising,  it  is  obvious  that  it 
would  raise  the  cost  of  each  to  a  prohibitive  figure. 
Kodak  advertising,  however,  creates  such  an  immense 
demand  that  the  cost  of  plant  for  each  model  becomes 
an  exceedingly  small  matter. 

"  Accordingly,  if  it  were  not  for  our  world-wide 
advertising,  the  purchaser  would  not  get  cameras 
of  such  high  quality  nor  at  such  a  low  price.  It 
would  only  be  by  cheapening  the  quality  to  a  very 
marked  degree  that  any  manufacturer  who  did 
not  advertise  his  goods  could  hope  to  market  a 
camera  at  a  price  as  low,  or  lower,  than  the  estab- 
lished price  for  Kodaks." 


Messrs.    Dewar    and    Sons,    whose    products    are 
known  and  sold  the  whole  world  over,  write  : 

advet'  "  "^^^  early  scope  and  nature  of  our  advertising 

Using  is  began  in  showcards  to  hang  up  in  establishments 

actual  where  our  commodity  was  to  be  obtained,  also  by 

duction "  supplying  large  glass  two-gallon  bottles  with   our 
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name  sand-blasted  on  them.  Before  the  days  of 
standard  brands,  retailers  were  only  too  pleased  to 
have  these  vessels  to  run  the  whisky  through,  as 
they  were  presented  to  them  free.  The  evolution 
of  things  has  gone  on  until  to-day  in  the  particular 
business  we  are  in  we  and  our  opponents  present  all 
sorts  of  useful  articles — beautiful  pictures,  ash  trays, 
waiter  trays,  &c.,  in  fact,  anything  serviceable  that 
may  be  used  in  the  shop  windows  and  inside  licensed 
houses.  Fashion  changes  in  this  class  of  advertising 
as  it  does  in  newspapers,  weekly  and  monthly 
periodicals,  or  the  evolution  in  hats  and  other  feminine 
apparel.  The  public  to-day,  so  far  as  we  are  con- 
cerned, get  our  wares  at  a  very  much  cheaper  rate 
than  they  did  when  we  started  in  a  modest  way  with 
one  showcard,  barring  legislation,  which  has  increased 
the  duty  so  much,  but,  apart  from  this,  they  get  a 
much  finer  article  and  really  much  cheaper  than 
they  did  thirty  years  ago.  Advertising  increases  The 
our  turnover,  and,  naturally,  the  larger  the  turnover  ^q^^^. 
the  more  opportunity  you  have  on  the  average  for  sion 
expenses." 

Mr.  A.  W.  Gamage,  of  universal  fame,  writes  me 
as  follows : 

"  In  reply  to  your  letter  of  the  11th  inst.,  the  Expe- 
chief  of  every  successful  business  employing  adver-  V^^^^^^ 
tising  knows  perfectly  well  that  so  far  from  the 
advertising  appropriation  ultimately  coming  out  of 
the  pocket  of  the  public  in  the  form  of  an  extra 
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charge,  that  same  pubHc  would,  without  the  aid  of 
advertising,  be  obHged  to  pay  considerably  more 
for  goods  purchased. 

"  It  has  always  seemed  to  me  as  though  the 
advertiser  saw  a  method  which,  if  employed,  would 
enable  him  so  to  increase  his  buying  powers  and  the 
quick  turnover  of  his  stocks  that  he  would  be  able 
to  sell  at  lower  prices  than  his  competitors.  We 
of  Gamages  know  that  times  out  of  number  we  have 
sold  goods  across  the  counter  at  less  than  the  ordinary 
wholesale  prices  simply  because  we  had  bought 
largely  and  shrewdly.  Of  course,  as  the  buying 
public  very  well  knows,  Gamages  have  always  fought 
the  system  of  artificially  inflated  prices,  whereby  a 
thing  is  sold  at  a  very  high  figure  having  no  rela- 
tion to  its  cost.  Well,  he  proceeds  to  adopt  the 
new  method  (which  is  advertising)  and  finds  that 
the  very  much  increased  business  he  does — even 
allowing  for  reductions  in  prices  to  the  public — more 
^w  than  repays  him  for  the  amount  he  has  spent.     An 

analogy  to  the  question  at  issue  is  that  of  a  manu- 
facturer who  discovers  that  by  spending  a  certain 
amount  on  new  machinery  he  is  enabled  to  dispose 
of  his  products  cheaper.  That  is  a  very  common 
occurrence,  but  no  one  would  dream  of  saying  (in- 
deed, it  would  be  absurd)  that  the  cost  of  that  new 
machinery  was  an  extra  charge  on  the  consumer, 
and  in  just  the  same  way  advertising  is  business 
machinery  which,  by  ensuring  bigger  business,  makes 
reductions   in    selling   prices   possible.     It    may   be 
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argued  that,  whereas  an  installation  of  new  machinery 
can  be  paid  for  out  of  hand,  advertising  is  a  continuous 
expenditure.  This  argument  is  fallacious,  for  every 
advertiser  or  student  of  this  problem  knows  that 
advertising  creates  a  permanent  and  powerful  good- 
will, which  is  largely  cumulative  ;  the  annual  ex- 
penditure of  advertising  may  be  compared  to  the 
sum  necessary  to  be  set  apart  for  the  upkeep  and 
repairs  and  replacements  in  the  machinery. 

"  In  spite  of  the  clearness  with  which  the  answer  An 
to  this  question  is  seen  by  advertisers,  it  is  not  by  ^^^^^^ 
any  means  easy  to  state  it  in  terms  which  shall  be 
understood  by  every  one  ;  but  it  must  be  apparent 
that  advertising  is  not  an  extra  charge  on  the  con- 
sumer for  the  simple  reason  that  if  it  were  the 
tremendous  amount  of  advertising  at  present  carried 
out  would  never  have  been  attempted." 

Several    engineering    and    general    manufacturing  Some 
firms  write  me  to  the  same  effect,  and  one  of  the  most  ^^^^wecr- 
lucid  and  interesting  of  these  letters  is  the  following  mmts 
communication    from    Messrs.    Davidson    and    Co., 
of   Belfast,   the   makers  of  the  famous   "  Sirocco " 
fans  and  tea  machinery.     They  write  : 

"  The  question  you  raise  as  to  whether  the  cost  of 
advertising  falls  upon  the  consumer  is  particularly 
interesting,  and  we  have  pleasure  in  stating  our  opinion 
on  this  subject.  It  is,  of  course,  an  obvious  fact 
that  incidentally  the  consumer  pays  for  the  adver- 
tising of  an  article   purchased   by   him,   since  the 
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publicity  expense  of  a  manufactureer  forms  a  per- 
centage of  the  selling  cost,  which  has  to  be  included 
in  order  to  determine  the  actual  cost  price  of  an 
article.  In  the  case  of  an  engineering  firm,  how- 
ever, this  percentage  is  usually  very  small,  and  does 
not  bear  the  same  relation  to  the  manufacturing 
cost  of  the  product,  as  would  be  the  case  with  a 
proprietary  article  such  as  a  patent  medicine  or  food. 
"  If  the  consumer  is  paying  for  the  manufacturer's 
advertising,  he  is  on  the  other  hand  benefiting  very 
materially  by  this  fact,  since  the  advantage  gained 
by  a  well-applied  publicity  expenditure  is  con- 
siderably greater  than  the  small  percentage  included 
in  the  cost  of  a  manufactured  article. 
Conser-  "  By  advertising  a  firm  can  open  up  a  larger  field 

vation  of  j^^,  -^.g  products  and  create  a  greater  demand  for 
energy  ^  ° 

them.     With  the  result  that  by  manufacturing  in 

the  larger  quantities  with  the  aid  of  labour  and 
time-saving  machine  tools,  the  use  of  which  would 
not  otherwise  be  warranted,  he  can  effect  very  im- 
portant economies. 

"By  advertising,  and  in  this  term  we  naturally 
include  advertising  literature,  the  efficiency  of  the 
sales  staff  is  increased  ;  the  salesmen  have  to  expend 
less  time  in  securing  an  order,  as  the  client  has  been 
familiarized  with  the  article  by  the  aid  of  the  Press, 
while  a  well -produced  and  intelligently  written 
catalogue  will  clear  up  in  less  time  than  a  verbal 
explanation  any  doubtful  points  in  the  purchaser's 
mind.     This  allows,  consequently,  the  salesman  to 
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deal  with  more  orders  and  to  see  more  clients,  and 
thereby  increase  the  turnover  of  his  firm. 

*'  It  might  be  argued  that  the  saving  derived  from  Con- 
sul increased  output  is  all  to  the  benefit  of  the  manu-  V^^% 
facturer  and  would  not  effect  the  purchaser.  Such, 
however,  is  not  the  case.  The  purchaser's  interest 
may  be  said  to  be  safeguarded  by  competition  which 
is  to  be  found  in  every  branch  of  commerce.  It  is 
obviously  to  the  advantage  of  the  manufacturer 
to  sell  his  products  at  as  low  a  figure  as  will  secure 
him  a  reasonable  profit,  and  the  activities  of  his 
competitors  will  generally  oblige  him  to  do  so. 

**We  must  apologize  for  the  length  of  our  letter, 
but  being  thorough  believers  in  the  motto  that 
'  Advertising  Pays,'  we  are  naturally  very  interested 
in  the  subject." 

Messrs.  Robey  and  Co.,  Ltd.,  write  briefly  but 
to  the  point: 

"  Reply  to  your  letter  has  been  delayed  owing 
to  pressure  of  business. 

"We  quite  agree  with  you  that  the  incidence  of 
advertising  does  not  fall  upon  the  consumer,  and 
especially  is  this  the  case  in  our  own  business, 

"  The  advantage  of  a  general  clientele  ensures  that 
the  works  are  always  kept  fully  occupied,  and  thus 
the  establishment  charges  which  remain  a  Constance, 
are  distributed  over  a  larger  output,  and  thus  the 
consumer  gets  a  more  than  commensurate  benefit." 


CHAPTER  XIII 
"  'AMEN  '  TO  THE  BENEDICTION  " 

"  Wenn  ein  Kopf  und  ein  Buck  zusammenstossen  \ind 
es  klingi  hohl ;  ist  denn  das  allemal  im  Buche  ?  " 

NOVALIS. 

Pro  and    TT  is  the  devout  hope  of  the  writer  that,  in   his 
^^^  I       efforts  to  envelop  the  whole  question  of  adver- 

tising by  the  introduction  of  the  economic 
factors  which  surround  it  at  all  points  of  the  social 
compass,  it  may  not  have  been  his  misfortune  to 
cloud  the  central  argument  in  a  multitude  of  words. 
That  advertising  is  a  force  for  good  is  the  main 
contention  ;  that  its  economic  justification  is  complete 
is  the  secondary  contention ;  that  the  labyrinthine 
hotch-potch  of  social  disorganization  has  rendered 
it  necessary  is  the  third  contention  ;  that  those  who 
neglect  and  despise  it  are  possibly  "  paying  "  for  it 
is  the  fourth  contention,  and  that  its  influence  is 
developing  irresistibly  is  the  fifth  contention. 

That  advertising  is  abused  is  the  first  admission, 
but  that  its  abuse  is  due  to  its  very  power  is  the 
plea  for  the  defence,  and  that  the  abuses  of  advertis- 
ing can  be  and  are  being  rapidly  deleted  is  an  impor- 
tant rider  to  this  defence.  That  the  organization  of 
advertising  is  not  yet  perfect  is  the  second  admission, 

176 
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but  that  each  day  sees  a  closer  approximation  to 
its  true  principles  in  its  actual  practice  is  the  in- 
disputably true  plea  in  defence  of  this. 

That  advertising  needs  the  sympathetic  interest 
of  the  economists  and  other  thinkers  and  not  their 
intolerant  and  hasty  condemnation  is  the  message 
and  justification  of  this  book. 

If  its  significance  is  viewed  in  the  historical  per-  Force 
spective  it  will  be  found  that  advertising  marks  an  ^^^ 
epoch  of  tremendous  importance  and  logical  sequence,  p^iy 
At  all  times,  in  all  countries,  everything  has  slowly 
but  surely  tended  towards  the  evolution  of  adver- 
tising simply  because  every  effort  has  been  exerted 
to  avoid  it.  In  the  constant  warfare  of  commerce 
the  earliest  known  selling  system  was  based  upon 
armies.  The  ancient  merchant  cities  kept  up  their 
mercenary  forces,  not  merely  to  keep  secure  the  trade- 
routes,  but  to  crush  down  possible  competitors. 
Carthage  had  its  army,  for  instance,  and  as  Rome 
grew  in  power  she  also  found  the  need  for  an  army. 
The  jealous  rivalry  of  the  two  cities  culminated  in 
the  Punic  Wars,  in  the  habitual  peroration  of  Cato, 
Delenda  est  Carthago,  and  in  its  subsequent  execution. 
Then,  in  later  times,  after  commerce  ceased  to  be 
more  or  less  concentrated  in  any  single  city  and 
became  more  generally  decentralized,  other  methods 
were  adopted.  Where  force  had  reigned  the  ideal 
became  monopoly.  The  "  sole  right  to  sell  cloves  " 
alone  became  a  standing  quarrel,  and  cause  of  more 
bloodshed  than  any  other  economic  dispute,  and  before 
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the  War  of  Independence  not  a  horseshoe,  not  a  nail 
was  allowed  by  us  to  be  made  in  the  whole  of  North 
America.  Sovereigns  granted  monopolies  to  favour- 
ites, the  idea  being  that  the  buyers  must  come  to  the 
only  source  of  supply.  Then  different  makers  of 
goods  strove  to  secure  their  trade  by  courting  the 
intermediaries  and  by  striving  to  secure  the  pre- 
ference of  those  in  control  of  the  channels  of  dis- 
tribution. Through  all  time,  in  fact,  the  sellers  of 
goods  wriggled  and  squirmed  in  their  efforts  to  dis- 
pose of  their  wares  by  any  other  plan  save  that 
obvious  one  of  bringing  them  before  the  actual 
consumers.  Armies,  monopolies,  merchant  systems, 
bribes  to  wholesalers,  tips  to  retailers,  and  every  other 
easy  or  subterraneous  method  was  adopted  in  turn 
to  secure  business.  But  slowly  and  surely  the 
Rubicon  was  neared,  and  one  bold  firm  crossed  the 
y/^g  stream,   another   followed,   and  in  ones   and  twos, 

inevi'        sometimes  clumsily  and  unsuccessfully,   the  sellers  f 
^Q^l  began  to  take  decisive  action,  until  now,  in  strong 

and  sweeping  array,  we  see  the  onward  march  of  the 
army  of  advertisers,  each  of  them  performing  the 
logical,  inevitable,  and  simple  operation  of  bringing 
the  merits  of  their  wares  before  the  only  people  on 
whom  their  success  or  failure  should  depend,  i.e, 
their  ultimate  consumers.  The  only  mystery  is 
that  it  has  taken  so  many  ages  to  accomplish  such 
a  simple  process,  but  this,  of  course,  is  mainly  duel 
to  the  very  late  advent  of  Gutenberg,  Caxton,  andj 
Co.  on  the  page  of  history. 
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When  the  word  "  waste  "  is  so  frequently  used,  What  is 
I  always  wonder  who  can  define  it.  I  have  seen  as  "'"^  ^  * 
much  space  wasted  in  a  "  silly  season  "  newspaper 
discussion  as  would  have  cost  an  advertiser  half  a 
million  sterling.  It  is  estimated  that  the  free  publicity 
received  by  certain  pohticians  is  equal  to  anything 
up  to  a  million  per  annum  per  individual  in  some 
outstanding  cases.  I  have  seen  a  case  of  a  dispute 
involving  the  matter  of  a  few  pence  reported  with 
an  extent  of  space  and  illustration  several  million 
times  the  value  of  the  actual  original  economic 
interests  involved. 

I  know,  also,  that  of  the  £10,000,000  expended  A  great 
in  charity  each  year  the  greater  part  (if  not  practically  "^"*^^^' 
the  whole)  is  raised  by  advertising  in  some  form  or 
other.     I  know  that  hospitals,  orphan  homes,  train- 
ing-vessels,  and  other  similarly  useful  institutions 
carry  on  their  activities  by  the  power  of  advertising. 

I  know  that  the  expression  of  human  individuality  Ubiquity 
and  the  propagation  of  ideals  must  always  take  the  ^/  p^^^*"- 
shape  of  advertising,  be  it  in  the  form  of  the  voice 
of  the  missionary,  an  appeal  through  the  Press,  from 
the  hoardings,  from  the  pulpit,  through  the  letter- 
box, or  with  sounding  drums  and  clanging  cymbals, 
"  Blood  and  Fire  "  banners,  the  glaring  red  jerseys 
and  the  deep  "  Hallelujahs "  of  the  loud-lunged 
Salvationists  in  the  market-place. 

I  know  also,  as  Voltaire  has  so  truly  said,  that  Vol- 

even  "  le  bon  Dieu  "  cannot  do  without  "  reclame  "  ^«*''^'* 

.     .  .    ,        ,        ,    comment 

or  advertisement  m  that  the  nngmg  of  the  church 
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bells  is  necessary  to  call  the  worshippers  to  the 
place  appointed.  To  this  I  add  my  previous  remarks 
regarding  the  advertising  success  achieved  by  the 
twelve  Apostles,  while  the  one  outstanding,  most 
successful,  most  needed,  and  most  badly  remunerated 
advertising  man  of  all  time  was  no  other  than  John 
the  Baptist. 
The  Advertising  is   here   and   is   here   to   stay.     The 

^f"the        taxation   of   advertisements   as   practised   in   some 
idealist      communities  we  know  to  be  a  very  important  con- 
tributory cause  towards  the  lack  of  economic  develop- 
ment in  such  communities. 

Advertising  has  attracted  to  itself,  in  addition  to 
the  hard-headed  men  who  are  to  be  found  in  every 
walk  of  life,  a  leaven  of  idealists  and  original  minds 
which  there  find  the  best  scope  for  the  expression 
of  organizing  and  creative  powers  which  would 
otherwise  be  lost  to  society. 

Without  advertising  how  much  more  often  would 
we  find  need  to  remember  the  sad  and  beautiful 
simile  in  Gray's  "  Elegy  "  : 

Full  many  a  gem  of  purest  ray  serene 

The  dark,  unfathomed  caves  of  ocean  bear. 

Full  many  a  flower  is  born  to  blush  unseen 
And  waste  its  sweetness  on  the  desert  air. 

Probing  the  hitherto  "  dark,  unfathomed  caves  '^ 
of  the  social  ocean,  exploring  the  "  desert  air  "  of 
economic  conditions,  it  is  the  function  of  advertising 
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to  bring  to  light  the  "  gems  of  purest  ray  serene," 
and  to  place  before  the  sons  of  men  the  flower  which 
might  have  blushed  unseen  for  ever. 

I  cannot  lay  down  my  pen  without  rewriting  here  The 
some  remarks  from  an  article  on  "  The  Philosophy  ^^  *^"g 
of  Advertising,'*  which  I  contributed  to  Printers^  note 
Ink,  March  to  July  1912.     They  are  as  true  to-day 
as  ever. 

"  So  advertising  is  here  more  firmly  and  per  ma-  The 
nently  than  you  and  I.  It  glares  from  the  hoardings,  ^^^^ 
it  stares  from  the  pages,  it  appears  on  the  tram- 
cars,  it  glistens  on  the  windows,  it  twinkles  on  the 
darkened  buildings,  it  lights  the  lofty  tower,  it 
shines  o'er  the  silent  river,  it  parades  on  the  back 
of  '  God's  Image ' — the  sandwich-man — and  it  flies 
through  the  conquered  clouds.  It  winks  at  me  from 
the  very  pen  with  which  I  write,  from  the  pipe  which 
I  smoke,  from  the  match-box  beside  me,  and  from 
the  tobacco-pouch  before  me.  I  hold  my  paper  to 
the  light,  and  lo  !  in  the  form  of  a  water-mark  it  is 
again  before  me.  It  has  its  uses  and  it  has  its  ideals. 
It  is  as  human  as  ever  was  the  Sunday  School  or  the 
P.S.A.,  and  it  serves  to  mould  the  new  humanity 
on  the  debris  of  the  Middle  Ages,  in  which  the  chief 
things  advertised  were  the  idiocy  of  a  Simon  Stylites, 
the  efficacy  of  bogus  relics,  the  crusades  of  the 
infatuated  Peter,  and  those  indulgences  retailed  by 
the  packman  of  the  Vatican,  whose  roaring  trade 
awoke  the  ire  of  the  impetuous  Luther,  and  culmi- 
nated in  the  inception  of  that  phase  of  economic  and 
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social  evolution  which  is  still  in  progress,  and  in 
which  we,  as  useful  social  functionaries,  await  the 
ceasing  of  the  squint-eyed  condemnations  of  literary 
cranks  and  the  formulation  of  the  satisfactory  Philo- 
sophy of  Advertising,  the  presentation  of  the  urgent 
need  for  which  was  the  motive  of  these  unworthy 
articles  " — and,  I  now  add,  of  this  equally  unworthy 
book. 
The  For  me,  when  economics  and  statistics  and  dry-as- 

dust  philosophy  are  struggling  in  the  last  ditch,  it 
will  be  as  clear  as  ever  that,  so  long  as  life  is  not  a 
manifestation  of  mere  chemical  and  mechanical 
forces  which  simply  serve  to  keep  us  from  smelling, 
the  greatest  result  from  all  "  production  "  will  be 
a  great  man,  in  the  true  sense  of  the  term. 

I  conclude  with  the  words  of  old  Pons  Capdueil  : 

Oft  have  I  heard,  and  deem  the  maxim  true. 
Whom  men  delight  in,  God  delights  in  too. 

E.  S.  HOLE. 
Windsor  Hotel 

Cliftonville,  Mabgate 

February  22,  1914 


PART  II 
ADVERTISING :  A  CHALLENGE 

By  JOHN  HART 


CHAPTER  XIV 
IN  THE  ENEMY'S  COUNTRY 

"  Antiphoriy  the  Rhamnusian,  advertised  in  Athens  that 
he  would  cure  distempers  of  the  mind  xvith  words*^* 

Emerson 

ANY  open-minded  reader  of  the  foregoing  pages 
will  have  seen  that  the  economic  basis  of 
advertising  is  a  strong  one.  I  now  assert 
that,  far  from  having  to  justify  its  existence  before 
any  self-constituted  tribunal  of  economists  as  a  more 
or  less  necessary  (or  unnecessary)  nuisance,  it  is,  in 
the  last  analysis,  a  most  potent  factor  for  good 
without  which  progress  would  have  been,  and  would 
always  continue  to  be,  impossible. 

In  the  very  first  place  I  would  ask  critics  of  advertis-  A  royal 
ing  to  consider  the  following  utterance  of  King  ^^^^'^S 
George  V  on  the  subject.  In  a  speech  made  by  our 
present  King  to  the  Royal  Commission  organizing 
the  representation  of  British  products  at  the  1910 
Brussels  Exhibition  occurred  the  following  pregnant 
passage : 

"  Experience  has  shown  that,  even  in  the  case  of 
firms  having  an  established  reputation  and  world- 
wide connexions,  attempts  to  discontinue  advertis- 
ing, have  been  usually  followed  by  a  diminution  in 
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the  sales  effected,  and  it  is  not  unreasonable  to  assume 
that  the  neglect  by  Great  Britain  of  one  of  the  most 
important  forms  of  national  advertisement  would 
be  equally  detrimental  to  her  interests  as  a  manu- 
facturing country." 
A  It  is  not  material  to  me  whether  99  per  cent,  or 

stmtie  ^Q  pgj.  (.gj^|.  Qf  modern  advertising  is  necessary  or 
unnecessary,  I  am  concerned  only  with  the  frinciple 
of  advertising.  I  gladly  endorse  in  their  entirety 
the  remarks  of  Mr.  Hole  on  the  lifelessness  of  Produc- 
tion, Distribution,  and  Exchange,  and  would  add 
my  own  simile  that,  like  three  powerful  and 
smoothly  working  cog-wheels,  they  are  only  effective 
in  operation  when  animated  by  an  efficient  motive 
power.  That  is  the  starting-point  of  our  investiga- 
tions. 
Price  It  has  recently  been  said  by  some  acute  observer 

^^^  that  the  modern  public  "  knows  the  price  of  every- 

value 

thing  and  the  value  of  nothing."    This  is  very  true, 

but  is  less  true  to-day  than  it  was  yesterday,  and 

more  true  to-day  than  it  will  be  to-morrow.     I  make 

this  assertion  despite  the  fact  that  the  multiplicity 

of  our  social  and  individual  needs,  and  the  plethora 

of  new  commodities,  are  sufficient  to  explain  the 

bewilderment  of  the  average  man  in  this  respect. 

I  will    contend  that  it  is  good  advertising  which 

impartially   conveys   the  knowledge   of   both  price 

and  relative  value.     In  a  thousand  advertisements 

one  can  see  the  fullest  possible  description  of  an 

article  together  with  its  price,  and  it  is  this  open  and 
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public  declaration  of  the  seller  to  all  and  sundry 

which  constitutes  a  form  of  honest  defiance  almost 

unknown  in  the  commercial  history  of  the  earth. 

Take  even  the  worst  case  which  is  adduced  against  There's 

advertising,  i.e.  the  disclosures  of  the  B.M.A.  in  its  *^  *^*^^^ 
°  ,  good  in 

booklet  showing  the  composition  of  various  patent  the 

medicines.     While    I   would   not   for   one    moment  ""^^^^^ 

of  us 
defend  the  "  quack "  or  the  impostor,  is  the  mere 

fact  that  the  actual  materials  used  are  cheap  an 

argument  that  the  product  is  dear  F    I  am  writing 

only  of  cases  of  genuinely  efficacious  preparations, 

and  need  hardly  elaborate  the  point  that,  by  the 

very  pubHcation  of  this  book,  the  Association  which 

makes  a  pariah  of  Dr.  Axham  is  itself  making  use 

of  the  forbidden  power  of  advertising.     But  let  us 

take  the  case  of  pills.     Even  knowing  the  composition 

of  these,  why  does  the  public  pay  the  price  of  the 

advertised  boxes  ?    Simply  because  the  time  of  the 

public  has  a  value  of  its  own,  and  because  the  time 

and  trouble  necessary  to  roll  up  the  pills  (which 

needs  a  certain  amount  of  skill)  would  utterly  cancel 

out  the  whole  value  of  the  remedy,  the  point  being 

that  it  lies  ready  for  immediate  use,  incorporating 

so    much   conserved   and   anticipatory   labour   and 

capital.     I  have  here  deliberately  chosen  one  of  the 

forms  of  advertising  which  may  be  the  least  defensible 

simply  to  show  that  there  is  something  to  be  said  And  so 

even  for   that     So,    too,    with   "  tonic   wines."    Of  niuch 

course  the  buyers  know  that  they  could  make  their  ^^^  ^^^^ 

own  tonic  wine  more  cheaply,  but,  knowing  it,  do  of  us 
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they' do  it  ?  If,  on  the  other  hand,  one  would  only 
take  into  consideration  the  mountain  of  charge  on 
the  pimple  of  cost  which  the  medical  profession 
imposes  upon  its  totally  unadvertised  mixtures  and 
its  totally  unadvertised  advice  the  comparison  might 
not  be  so  odious  for  the  advertised  article  after  all. 
I  know  the  case  of  a  doctor  who,  having  an  ignorant 
patient  with  a  fancied  ailment,  gave  him  regular 
bottles  of  Aqua  pur  a  at  a  pretty  stiff  charge.  Is 
not  this  the  very  point  of  cost  urged  against  adver- 
tised preparations  ?  On  the  score  of  efficacy,  of 
course,  the  indictment  is  different,  but  here  we  want 
the  helping  hand,  and  not  the  cheap  sneers  of  those 
from  whom  we  might  expect  better  things. 

There  is  the  story  of  the  man  who,  on  a  hot  day, 
climbing  a  steep  mountain  side,  ejaculated  that  he 
would  give  a  guinea  for  a  bottle  of  beer.  Turning 
an  angle  he  found  a  small  bar  in  a  hut,  and  because 
he  was  charged  a  shilling  for  a  bottle  of  his  yearned- 
for  beer  wrote  letters  of  protest  to  the  local  papers. 
No  So,  then,  and  rightly,  I  contend,  there  has  been 

^*^^'  no  attempt  to  devote  whole  chapters  to  definitions 
of  abstract  conceptions  of  the  various  forms  of  value  ; 
"  use  value,"  "  exchange  value,"  "  insurance  value," 
"  nominal  value,"  "  real  value,"  "  market  value," 
"  future  value,"  &c.  &c.  The  sole  object  of  Mr, 
Hole  and  myself  has  been  to  make  one  sweeping 
generalization,  to  be  filled  up  or  utterly  demolished 
by  later  writers  and  critics.  I  say  deliberately,  and 
Mr,   Hole  agrees,  that  we  welcome  criticism  of  the 
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straight-from-the-shoulder  type  as  much  as  we 
welcome  praise.  We  want  your  interest  in  the  subject, 
and  care  not  whether  it  is  favourable  or  adverse  so 
long  as  it  is  intelligent,  and  prompted  by  as  strong 
a  desire  to  arrive  at  the  truth  as  that  which  animates 
the  best  advertising  men  of  to-day. 

And  so  I  throw  out  a  challenge  to  critics  to  debate  My 
this  question  when  and  where  they  will,  on  the  plat-         ^^^^ 
form  or  in  the  Press,  and  my  collaborator  or  myself 
will  take  up  any  gage  which  is  flung  down  to   us. 
In  making  this  challenge  I  want  to  be  clear  as  to 
what  I  do  and  do  not  contend. 

I  am  not  prepared  to  assert  that  advertising  is  What  I 
perfect,  or  that  it  has  arrived  at  anything  near  the  ^^^'^^ 
degree  of  development  it  is  capable  of  attaining. 
Nor  am  I  prepared  to  assert  that  the  value  of  advertis- 
ing is  equally  great  for  any  and  every  purpose.  What 
I  do  assert  is  that  advertising  is,  in  principle  and 
in  proper  practice,  the  cheapest,  the  most  honest, 
and  the  most  useful  connexion  between  supply  and 
demand,  that  its  value  immeasurably  exceeds  its 
cost,  that  it  tends  directly  to  reduce  the  cost  of 
selling,  the  cost  of  production,  and  the  cost  to  the 
ultimate  consumer,  while,  at  the  same  time,  it  increases 
and  standardizes  the  quality  or  real  value  of  the 
product.  I  contend  that  its  cost  does  not  fall  on 
the  consumer  but,  subject  to  the  principles  set  forth 
by  Mr.  Hole,  on  the  non-advertiser,  and  upon  obsolete 
selling  methods.  I  also  contend  that  its  effect  upon 
the  present  chaotic  organization  of  society  is  for 
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society's  good,  and  that  the  ultimate  outcome  of 
the  continued  development  of  advertising  will  be 
the  simplification  of  our  social  relations,  the  better- 
ment of  our  social  conditions,  the  triumph  of  com- 
parative merit  as  the  final  test  of  commercial  success, 
the  establishment  of  a  direct  understanding  between 
production  and  demand,  and  the  reduction  of  the 
cost  of  selUng  to  the  lowest  degree  consistent  with 
The  our  human  shortcomings.     When  that  day  comes, 

Jmal  a^nd  when,  by  the  survival  of  the  fittest  in  the  open 
fight  of  clean  publicity,  the  needs  of  man  are  supplied 
by  the  few  "  proved  best  "  in  every  trade,  then, 
indeed,  will  the  consumer  bear  the  cost  of  advertising, 
but  it  will  be  almost  the  only  selling  cost,  and  but  an 
infinitesimal  fraction  of  the  huge  figures  it  is  now 
battUng  to  displace.  The  field  of  "  potential  competi- 
tion "  will  serve  to  protect  the  public  from  losing 
the  economic  benefits  thus  effected,  while  the  pre- 
dominant firms,  realizing  that  their  position  has  been 
won  by  a  standard  and  trusted  article,  will  also  realize 
the  elementary  need  to  retain  their  trade  by  adherence 
to  this  vital  prime  factor. 
A  And  those  creative  minds  which  are  the  very  salt 

people       Qf  society  will  then  perfect  their  improvements  in 
adver-       existing  commodities   or  invent  their  totally  new 

ttsing        contrivances  for  the  comfort,  amusement,  or  educa- 

tt 

deserves     *^^^  ^^  man,  and  market  them  by  the  mere  force  of 

open  publicity,  without  those  thousand  distracting 

and  suffocating  intricacies  of  marketing  conditions 

which  exist  to-day,  and  reaching  a  pubHc  which,  in 
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those  coming  days,  from  past  experience  will  know 
the  need  to  consider  well  the  appeal  of  every  advertise- 
ment, and  to  give  to  each  an  even  greater  interest 
than  to  the  news  of  the  day.  In  those  days  the 
dominating  factor  in  the  purity  of  advertising  will  be 
exactly  the  same  as  that  which  explains  its  defects 
to-day — the  standard  of  the  public  education  and 
intelligence,  for  that  and  advertising  have  steadily 
developed  in  mathematical  ratio  to  each  other. 


CHAPTER  XV 
THE  UNIVERSALITY  OF  ADVERTISING 

"  The  French  financier  said,  '  Why  is  there  no  sleep  to 
be  sold  ?  '    Sleep  was  not  in  the  market  at  any  quotation. 

Thomas  Cablyle. 


W 


'HEN  a  man  who  does  not  believe  in  adver- 
tising happens  to  fall  into  a  deep  and 
rapid    river    he    immediately    abandons 
all  his  principles  by  shouting  "  Help."    In  other 
words,  he  advertises  his  unwelcome  dilemma. 
No  It  is  by  such  extreme  considerations  that  we  can 

solid         appreciate  the  absence  of  set  standards  which  Mr. 

social 

basis         Hole  so  clearly  demonstrates.     Everything  depends 

for  its  proportion  of  service  value  on  the  rela- 
tionship of  the  individual  to  various  kaleidoscopic 
surrounding  circumstances.  At  no  point  in  society 
can  one  say,  "  This  is  the  permanent  and  unvarying 
standard  by  which  everything  is  fixed,"  for  the 
simple  reason  that  while  the  ice  is  thawing  in  the 
East  it  is  freezing  in  the  West.  The  coral  insects 
build  while  a  continent  subsides.  Vesuvius  respects 
not  the  laws  of  economics.  A  rumbling  in  St.  Pierre 
announces  the  demolition  of  a  social  organism.  A 
deal  plank  which  a  stingy  millionaire  would  deem 
excessively  charged  at  Ijd.  per  foot  for  a  packing- 
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case  would  be  cheap  at  the  cost  of  his  whole  fortune 
if  he  found  himself  alone  in  mid-Atlantic.     Dives 
found    a    drink   beyond    his   reach  when   most    he 
needed   it.     The   lonely   explorer   amid   the   frozen 
plains    sets  as  great  a  value  upon  warmth  as  the 
heated  traveller  in  the  desert  does  upon  priceless 
ice.     Who  can  name  the  value  of  air  to  the  suffocating  Variable 
miner  ?     A   "  sovereign  "   is   a   varying   concept   to  value 
every  individual,  very  similar  to  some,  but  so  very, 
very  different  to  others,  until  one  sees  the  merging 
of  ideas,  as  in  the  climax  of  a  famous  play,  "  Halves, 
partner,  halves  !  " 

So  with  advertising.  No  two  minds  receive  exactly 
the  same  impression  from  the  cold  ink  spread  over 
a  certain  superficial  area  of  paper.  But  it  finds 
out  those  to  whom  it  speaks  of  a  long-felt  or  newly 
created  want,  and  who  will  venture  to  set  himself 
up  as  an  infallible  censor  of  the  virtue  or  vice  of 
such  wants  ?  The  individual  has  to  live  his  own 
life  and  to  form  his  own  judgment  of  what 
are  his  needs  and  pleasures,  subject  to  the 
laws  under  which  he  lives,  and  which  simply  set 
a  more  or  less  congenial  margin  to  the  scope  of 
his  desires. 

The  sincerity  of  Mr.  Burns's  condemnation  of  the  No 

"  mania  "  for  advertising  will  be  believed  by  me  ^°^^^*' 

eticy 

when  I  learn  that  he  has  forbidden  any  paid  publicity 
to  be  given  to  any  meeting  he  may  address,  to  any 
writings  he  may  publish,  or  to  his  candidature  at 
the  next  election.     But  I  am  afraid  I  shall  find  that 

N 


man 
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the  maximum  election  expenses  permitted  by  law 
have  been  run  very  close. 

See,  too,  how  the  "  penalty  "  imposed  upon  the 
Germans  in  the  form  of  an  obligatory  and  supposedly 
condemnatory  mark,   "  Made  in  Germany  "  results  || 
in  the  finest  and  most  universal  advertising  a  nation's 
industry  could  well  receive. 
The  The  man  who  does  not  advertise  in  some  form 

!!?r?*^^  or  another  is  a  non-existent  being  whom  it  would  be 
impossible  to  find  with  a  microscope.  Yet  it  seems 
assumed  that  it  is  possible  to  draw  an  arbitrary 
line  between  permissible  and  laudable  and  non- 
permissible  and  condemnable  advertising.  Just  where 
that  border-line  should  be,  however,  is  a  subject 
which  it  is  beyond  my  ability  or  my  desire  to  fix  as 
obligatory  upon  my  fellow  mortals.  I  do  state 
that  "  whatsoever  things  "  conform  to  the  rules  laid 
down  in  the  Prayer  Book  are  things  which  grow  in 
social  value  in  proportion  to  the  advertising  they 
receive. 

These  are,  I  know,  very  broad  considerations,  and 
are  adduced  by  me  mainly  as  the  background  for 
the  essential  and  specific  facts  with  which  I  promise 
to  satisfy  you  ere  you  reach  the  back  cover  of  this 
book. 

I  shall  consider  one  more  general  aspect  of  the 
case  in  the  next  chapter,  and  then  I  will  proceed 
to  adduce  the  evidence  which  I  hope  will  serve  to 
convince  you  as  it  served  to  convince  me  when  it  first 
came  before  my  impartial  and  perfectly  open  mind. 


CHAPTER  XVI 
DEBIT  AND  CREDIT 

"  When  he  wcis  in  Paris  he  wrote  a  paper  on  balloons* 
When  some  one  inquired  as  to  the  use  of  the  new 
invention^  Franklin  asked,  '  What  is  the  use  of  a  neW" 
born  baby  ?  '  " 

Anecdote  of  Benjamin  Franklin. 

THE  cost  of  life  is  a  daily  approach  to  death. 
When  some  one  can  demolish  this  fact 
he  will  be  able  to  play  ducks  and  drakes 
with  all  economic  factors  in  society.  I  am  not 
expecting  his  arrival  just  yet,  however,  so  will 
devote  my  attention  to  the  more  practical  rules 
which  I  have  found  to  be  invariable. 

The  whole  point  of  the  origin  of  this  discussion 
was  the  question  of  "cost,"  and  although  this  is 
ably  dealt  with  by  Mr.  Hole  I  will  pen  some  few 
observations  here. 

The  essence  of  the  possession  of  wealth  is  power.  Human 
The  rich  American,   therefore,   who  spends  money  '"^^^^^^ 
to  add  a  valuable  old  master  to  the  exports  of  this 
country  and  to  the  imports  of  his  own,  gives  up 
part  of  his  power  over  other  men  in  order  to  win 
their  admiration  by  the  possession  of  the  unique. 

Here  is  a  striking  instance  of  the  necessary  vagueness 
of  mere  economic  considerations. 

195 


196        ADVERTISING  :   A  CHALLENGE 

We  all  hanker  after  the  possession  of  the  "  unique." 
It  is  one  of  the  most  powerful  factors  in  the  make 
up  of  human  nature.  A  curio  dealer  (especially  a 
retired  one)  could  dilate  upon  this  far  better  than  I. 
MtUual  Every  voluntary  transaction  implies  an  exchange 
satis-  qJ  values,  each  party  securing  something  which  to 
him,  at  the  time  of  purchase,  seems  worth  more 
than  he  actually  pays  for  it.  There  is  a  debit  and 
credit  of  a  mutually  satisfactory  nature.  The  case 
is  altered  when  the  buyer  repents  of  his  purchase 
or  finds  it  has  been  misrepresented  to  him.  Then 
the  debit  and  credit  cease  to  balance.  There  has 
appeared  an  economic  hiatus. 
General  When  a  man  feels  something  heavy  hit  his  head, 
gain  and,  on  returning  to  consciousness,  finds  his  valuables 
have  disappeared,  his  debit  is  a  very  heavy  one, 
and  he  has  nothing  to  put  to  the  economic  credit 
side,  while  his  physical  debit  is  also  not  to  be  made 
up  out  of  his  economic  loss.  So  with  the  more 
abstract  functions  of  commerce.  The  advertiser 
who  buys  £5  worth  of  advertising  space  and  sells 
£100  worth  of  goods  with  a  profit  of  £15  has  made  a 
satisfactory  operation  among  his  debit  and  credit 
accounts.  The  publisher  has  done  likewise.  The 
buyers  of  the  goods  have  also  probably  secured  goods 
for  which  they  would  have  had  to  pay  the  same  J 
price  elsewhere.  Possibly  they  have  even  bought 
them  cheaper,  for,  if  they  buy  them  again  (the 
object  of  every  advertiser),  they  have  either  bought 
them  cheaper  or  secured  a  better  or  more  suitable 
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quality  than  they  could  have  done  elsewhere.  Can, 
therefore,  a  credit  bigger  than  a  debit  be  brought 
into  a  set  of  accounts  from  nowhere  ? 

When  the  manufacturer  who  has  had  his  orders 
from  a  customer  for  many  years  fails  to  get  them, 
and  finds  that  they  have  gone  to  his  rival,  I  do  not 
know  how  he  decides  about  his  debit  and  credit 
arrangements,  but  I  know  that  there  has  been  a 
readjustment  which  ends  somewhere,  and  I  opine 
that  the  rival  in  question  can  show  some  books 
which  will  present  the  reverse  of  the  question,  which 
is  in  the  mind  of  the  manufacturer  who  loses  the 
order. 

Now  advertising  is  designed  and  intended  to  secure  An 
business.  In  many  cases  it  will  be  some  one  else's  *^*^^^" 
business.  It  is,  therefore,  a  sort  of  very  convenient 
by-pass  which,  of  itself,  has  no  absolute  and  inde- 
pendent existence.  It  simply  continues  to  develop 
by  virtue  of  the  readjustments  which  it  is  continually 
effecting  in  the  buying  and  selling  transactions  of 
society.  If  I  can  secure  your  agreement  upon  this 
it  will  help  us  along  considerably  in  the  subsequent 
pages. 

You  cannot  get  a  credit  without  a  debit  somewhere,  A 
although  you  can  get  a  debit  without  a  credit.  If  ^^!f.^^ 
you  are  playing  billiards  and  decide  to  make  the 
points  count  double  {i.e.  six  instead  of  three  for  a 
potted  red,  four  instead  of  two  for  a  potted  white, 
&c.),  you  are  "  no  forrarder,"  because  the  advantage 
is  cancelled  out  all  round  and  the  game  merely 
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ends  twice  as  quickly.  If,  however,  the  extra 
counting  applies  to  you  only  and  not  to  your 
opponents  you  have  a  credit  for  which  the  debit 
is  theirs. 

I  contend  that  in  commerce  the  skilful  advertiser 
is  analogous  to  the  billiard  player  whose  score  counts 
double  at  the  expense  of  his  opponent. 

As  Mr.  Hole  has  contended,  the  field  of  possible 
demand,  especially  for  staple  commodities,  is  severely 
limited,  and  a  recognition  of  this  fact,  with  all  due 
allowances  for  the  development  of  potential  into 
actual  demand,  the  nature  and  use  of  the  com- 
modity, the  growth  in  total  demand  due  to  the  total 
increase  of  ^population,  the  influence  of  fashion  or 
weather,  the  fact  remains  that  certain  annual  figures 
can  be  taken  as  an  index  of  the  limits  of  possible 
and  probable  total  demand. 
The  Still,  when  all  these  modifying  but  not  controlling 

factors  have  been  duly  considered,  the  fact  remains 
that  there  is  a  surrounding  wall  of  economic  circum- 
stance, closest  around  the  total  demand  for  staple 
commodities,  and  it  is  impossible,  in  the  terms  of  a 
graphic  Americanism,  to  assert  that  there  is  "no 
roof  "  to  such  economic  factors. 

So  when  I  seek  for  the  bearer  of  the  "  ultimate  cost  " 
of  advertising  I  am  going  to  discover  some  factor 
within  the  limits  of  this  circle.  Most  likely,  and  in 
the  law  of  averages  most  often,  I  shall  find  it  to  be 
a  non-advertising  or  unprogressive  firm  supplying 
a  similar  line  of  goods. 


wall 
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It  has  been  urged  against  me  in  debate  that  there 
is  no  such  thing  as  an  "  ultimate  "  anything.  I  can, 
however,  imagine  such  a  thing  as  an  ultimate  end  to 
the  whole  human  race.  I  would  also  politely  adduce 
a  striking  illustration  of  Voltaire,  who  says  that 
although  every  man  had  a  father  he  will  not  neces- 
sarily beget  a  son. 

I  am  very  anxious  that  my  meaning  shall  not  be  Two 

misunderstood  in  regard  to  the  relationship  of  debit  ^^^^P' 

^  ^  lions 

and  credit.     When  I  say  that  a  credit  cannot  be 

secured  without  a  debit  somewhere,  it  is  only  another 
way  of  saying  that  all  wealth  represents  some 
corresponding  outlay  of  labour,  and  the  only  excep- 
tions I  can  name  are  the  miraculous  fall  of  manna 
and  the  multiplication  of  loaves  and  fishes  as 
recorded  in  the  Bible. 

Xt  does  not  follow  that  the  relationship  between 
debit  and  credit  shall  be  in  exact  mathematical 
ratio,  for  in  that  case  the  economic  conditions  of 
mankind  would  not  show  any  advance.  But  the 
fact  remains  that  every  credit  introduced  into 
human  affairs  has  its  origin  in  a  debit  of  labour  or 
pre-existing  wealth,  just  as  one  charge  of  dynamite 
may  be  changed  into  a  mass  of  quarried  stone  or 
a  day's  labour  into  a  work  of  art  or  utility. 

The  apparent  exceptions  are  not  really  exceptions  An 
at  all.     In  the  Middle  Ages,  when  great  quantities  ^^^^ormc 
of  gold  were  found  in  new  mines  and  were  put  into  ^rang 
circulation  as  money,  the  credit  which  the  owners  of 
this  gold  gained  did  not  come  from  "  nowhere." 
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The  whole  standard  of  gold  value  underwent  revi- 
sion. Gold  lost  half  of  its  value.  All  owners  of 
gold,  therefore,  bore  the  debit  which  the  introduction 
of  the  increased  supplies  entailed. 

I  am  not  deducing  from  this  that  the  non-advertiser 
must  pay  for  all  advertising,  for  that  would  be  what 
the  logicians  term  an  "  illicit  transit,"  but  I  do  claim 
that  under  our  competitive  system  the  long  series 
of  readjustments  in  social  economics  caused  by 
innovations  act  to  the  temporary  or  permanent 
detriment  of  certain  individual  members  of  society  in 
almost  every  case.  In  the  case  of  successful  com- 
petitive advertising  this  is  logically  either  the  non- 
advertiser  or  that  which  the  advertising  displaces 
or  supersedes. 
What  is  If  we  could  truly  point  to  the  existing  state  of  any 
stable  f  human  institution  and  claim  that  it  had  reached  its 
highest  possible  degree  of  perfection  it  would  be 
safe  and  sound  for  ever.  But  progress  is  ever  dis- 
placing the  pre-existing  institutions.  Astronomy  as 
a  science  displaces  astrology.  Antiseptic  surgery  has 
developed  from  the  crudities  of  the  old  sawbones 
system.  The  "  taxi  "  has  superseded  the  hansom. 
Sometimes  the  innovation  runs  concurrently  with 
that  which  eventually  it  entirely  supersedes,  and  he 
would  be  a  bold  prophet  who  would  declare  that 
wireless  systems  will  not  one  day  replace  the  whole 
ocean  cable  system.  He  would  be  a  bold  prophet, 
in  fact,  who  would  name  any  human  invention 
which  will  never  be  superseded  by  a  better. 
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In  addition  to  these  direct  lines  of  sequence, 
where  one  phase  succumbs  to  the  next,  there  are  those 
new  additions  to  the  comforts  and  amenities  of  hfe, 
the  economic  effects  of  which  are  not  so  easy  to 
trace. 

The  automatic  piano-player  does  not  necessarily  New 
supersede  anything,  and  the  discovery  of  the  compass  *^^^" 
was  to  humanity  a  complete  boon  which  can  hardly 
be  said  to  have  displaced  the  stars.  A  hundred 
other  improvements  could  be  instanced,  apparently 
brought  to  benefit  humanity  as  a  free  gift  from  the 
infinite.  The  gramophone,  too,  comes  to  us  without 
any  precedent,  and  the  moving  picture  springs  from 
a  fertile  brain.  But  in  every  case  they  carry  distinct 
economic  effects  of  a  permanent  or  transitory  char- 
acter, and  mingling  much  public  good  with  some 
little  private,  or  even  public,  harm.  The  whole 
value  of  the  hard-learned  knowledge  of  navigation 
was  discounted  by  the  compass,  and  I  conceive  that 
it  was  as  unwelcome  to  some  ancient  mariners  as 
the  spinning  jenny  was  in  its  time  to  the  Lancashire 
operatives.  The  piano-player,  the  gramophone, 
and  the  moving  pictures  have  more  or  less  markedly 
affected  the  habits,  and  consequently  the  expenditure, 
of  their  owners  or  patrons.  You  cannot  get  economics 
to  taper  off  into  the  empty  air.  They  begin  and  end 
within  the  limits  of  the  human  community.  The 
manufacture  of  the  piano-player,  the  gramophone, 
and  the  moving  picture  has  become  an  additional 
burden  for   society  to  carry,  in  return   for   which 


Hon  is 
easy 
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society,  or  a  part  of  society,  receives  its  more  or  less 
desirable  amusement  or  edification. 
Destruc'  That  edifice  which  has  cost  a  million  pounds  to 
raise,  however,  can  be  destroyed  by  a  paltry  match, 
the  priceless  masterpiece  can  be  made  worthless 
by  the  stroke  of  a  fanatic's  axe,  the  earth  may 
quake  and  a  city  fall  to  dust,  and  a  flood  or  tidal 
wave  may  devastate  the  labour  of  a  nation  for  a 
century.  It  is  hard  to  build,  but  easy  to  destroy. 
Our  credits  are  won  by  brain  and  sweat  while  our 
debits  crash  down  upon  us  like  a  thunderbolt 
from  heaven.  A  stone  flung  in  a  pond  will  send 
its  widening  circles  to  its  surrounding  banks,  and  an 
economic  readjustment  of  any  portion  of  the  social 
fabric  will  carry  its  consequences  further  than  the 
eye  can  trace  or  deeper  than  the  mind  can  follow. 

And  so  when  the  whole  question  is  thoroughly 
analysed  it  will  be  found  that  the  credit  of  a  successful 
advertiser  goes  mainly  to  the  debit  of  his  less  suc- 
cessful competitor  (unless  the  industry  is  itself 
dying  out  altogether,  in  which  case  the  whole  credit 
goes  to  the  new  receivers  of  the  expenditure  displaced, 
as  in  the  case  of  taxi-cabs — hansoms).  This  is  as  clear 
to  me  as  the  fact  that  a  weighted  seesaw  is  going 
to  benefit  the  man  who  sits  at  the  same  end  as 
the  weight,  so  long,  of  course,  as  any  seesawing  is 
actually  taking  place. 
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CHAPTER  XVII 
OUR  ORIGINAL  ARGUMENT 

"  FlaxmaUy  with  his  Greek  taste^  .  .  .  sent  boxes  of 
these  as  gifts  to  every  court  of  Europe  (advertising), 
and  formed  the  taste  of  the  world.  .  .  .  The  brave 
manufacturers  made  their  fortune  J*' 

Emerson. 

REMARKED    in    my    introduction    that    an  Some 

explanation  of  the  origin  of  this  book   would  ^^^^2/ 
,      .  ,  ,        .         „   .  points 

lead  to  a  better  apprehension  of  its   contents, 

and  as  this  origin  lies  in  my  favourite  discussion  of 

*'  Who  Pays  for  Advertising  ?  "  I  propose  to  devote  this 

chapter  to  my  original  illustrations  and  definitions. 

I  am  therefore  reproducing  four  specimens  (see 
pp.  204-207)  of  the  "  Terse  Talks"  of  which  I  have 
made  a  feature  in  the  advertising  pages  of  London 
Opinion. 

These  contentions  require  no  explanation,  and  I 
will  now  proceed  to  substantiate  them  to  the  best 
of  my  ability. 

I  have  found  from  experience  that  nine-tenths  of  False 

the  arguments  with  which  I  have  been  faced  are  ^oncep' 

lions 
based  upon  a  conception  of  the  meaning  of  the  terms 

"  pay  "  and  "  advertising  "  quite  different  from  the 

sense  in  which  I  use  them.     Therefore,  in  addition 

203  [continued  on  page  208 
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Making  the  other 
::     Fellow  pay     :: 


HEN  you  buy  branded 
and  advertised  goods 
you  receive  better  value 
for  money  than  you 
could  possibly  buy  in 
any  other  way. 

Wares  which  are  not 
advertised  sell  so  slowly 
that  the  increased  cost 
of  production  and  mar- 
keting make  it  necessary 
quality    for    quality,  at    a 


to    sell    them, 
higher  price. 

Buyers  of  unadvertised  goods  pay  for 
the  advertising  of  those  which  are 
advertised. 

Moral:    Choose  the  ^      g 

advertised   brand   and     JLr  ^j^Hm  ^ 


make  the  other  fellow 
pay  I 


Advertisement  Manag^er 
••LONDON  OPINION." 
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TAKE  NOTICE! 

F  you  notice,  the  wares 
which  are  the  most 
largely  advertised  are 
those  which  are  used  by 
the  poorest  people. 

Motor  Gars,  Jewel- 
lery, Guns,  Liqueurs, 
Furs,  Golf  Glubs,  Dress- 
ing Gases,  in  which 
competition  is  very 
limited,  are  advertised 
a  little :  but  Gocoa,  Laundry  Soap,  Beef 
Extracts,  Biscuits— the  foods  and  com- 
modities in  which  the  competition  is  fierce 
and  prices  therefore  low— are  advertised 
very  largely. 

One  brand  of  ten-for-threepence  cigar- 
ettes is  advertised  more  than  all  the  cigars 
and    expensive    Egyptian    cigarettes    put 
together. 
Clearly  the  consumer  does  not  pay  for 


advertising. 


^^^Z^aJ. 


Advertisement  Manager 
.  "LONDON  OPINION." 
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WHO    PAID  ? 


EAR    the   Market   Cross 
in    a    country    town    a 
shopkeeper  of   the   old 
school   got  good  prices 
for    his    wares.       Pro- 
duction   was    cheaper, 
profits  were  larger ;  the 
prices      were      steady. 
Opposite,  a  young  man 
opened    in    the     same 
"     ^     line.        He      circulated 
He  kept  a  smart  window.    He 
He  advertised  in  the 


price-lists. 

had  modern  fittings 

local  paper. 

"  You  have  to  pay  for  all  that,"  said  the 
old  shopkeeper  to  his  customers. 

But  the  young  man's  prices  were  so 
much  lower  that  the  old  shopkeeper  had 
to  put  up  the  shutters. 

The  townsfolk  saved  money :  the  new 
man  prospered. 

Who   paid  for    the 
advertising  ? 


^^/^^S^ 


Advertisement  Mano^er 
"LONDON  OPINION. 
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Who  Pays  for 
Advertising  ? 


Mr.  T.  /.  Barratfs  recent 
speech/its  so  neatly  into  our 
series  of  ters*  talks  by  wise 
advertisers  that  it  makes  m 
most  appropriate  No.  S. 
No.  6  will  appear  next  week, 
and  will  be  contributed  by 
Mr.  C.  F.  Higham. 


On  the  20th  inst.  the  shareholders  of  A.  &  F.  Pears 
Limited  presented  Mr.  Thomas  J.  Barratt  with  his 
own  Academy  Portrait  by  Solomon  J.  Solomon,  R.A., 
to  mark  his  21  years'  chairmanship  and  management  of 
Pears'  Soap.  His  co-directors  at  the  same  time  pre- 
sented him  with  a  gold  loving-cup. 

In  responding,  Mr.  Barratt  expressed  his  belief  in 
advertising,  saying  it  was  the  finest  road  to  fortune ; 
but  that  advertising  must  be  distinct  and  individual. 

It  was  commonly  suggested  that  advertising  enhanced 
the  cost  of  the  goods,  but  his  experience  was  exactly 
the  reverse. 

The  advertiser  got  such  a  turnover  that  a  smaller 
percentage  of  profit  more  than  compensated  him  for 
advertising  costs,  and  the  public  obtained  the  goods 
very  much  more  cheaply,  in  some  cases  even  by  40  per 
cent.  He  remembered  when  Pears'  spent  only  £80  per 
annum  on  advertising,  but  he  had  spent  nearly  £3,000,000, 
and  the  goods  were  cheaper  to  the  public  to-day  than 
when  only  £80  a  year  was  spent. 

When  Mr,  Barratt  says  that  advertising  reduces  cost 
he  ought  to  know.  He  has  spent  three  million  pounds 
to  find  out. 


JltJ^ 


Advertisement  Manager 
"LONDON  OPINION." 


J 
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to  any  previous  remarks  in  this  book,  I  will  endeavour 
to  amplify  my  definitions  of  these  terms. 

In  regard  to  "  paying  "  I  take  the  hypothetical 
case  of  a  manufacturer  who  has  amongst  his  products 
a  corkscrew  sold  to  the  public  at  Is.  This  product 
has  never  been  advertised  and  is  sold  as  a  side-line 
with  his  other  products.  He  sells  50,000  per  annum. 
It  is  immaterial  to  my  point  whether  he  sells  through 
wholesalers  or  direct  to  the  retailer,  but  to  simplify 
my  illustration  I  will  assume  that  he  sells  direct  to 
the  retailers. 
A  The  manufacture  of  50,000  involves  a  total  cost, 

^,?"^  including  distribution  and  proportion  of  selling 
expense,  of  5d.  per  unit.  The  selling  price  to  the 
retailer  is  7jd.,  showing  a  margin  of  profit  to  the 
manufacturer  of  2jd.  and  a  margin /or  profit  to  the 
retailer  of  4jd.  There  are  other  makers  of  cork- 
screws whose  situation  is  similar,  and,  although 
capable  of  some  expansion,  the  total  demand  for  the 
article  is  obviously  limited. 

My  manufacturer  decides  to  spend  three-fifths  of 
his  profit  in  advertising,  i.e.  Ijd.  x  50,000.  During 
the  period  in  which  the  effects  of  this  advertising 
have  no  reflection  upon  the  volume  of  sales  the  manu- 
facturer is  clearly  paying  for  the  advertising  in  that 
his  profit  on  each  of  50,000  corkscrews  is  only  Id. 
where  it  was  formerly  2jd.  I  will  now  assume  that 
the  effect  of  this  advertising  is  to  increase  his  sales 
to  100,000  per  annum  (a  very  ordinary  result),  and 
a  direct  consequence  of  this  is  a  reduction  in  the  cost 
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of  manufacture,  distribution,  and  selling  to  4d.  per 
unit.  Now  it  is  quite  clear  that  the  original  sum 
which  represented  three-fifths  of  his  profit,  which  How  it 
was  based  on  50,000  at  l^d.  per  unit,  has  become  ^f^PP^^^ 
fd.  per  unit  on  the  sale  of  100,000.  By  adding  this 
advertising  charge  of  |d.  per  unit  to  the  reduced 
production  and  standing  charges  of  4d.,  we  have  a 
total  inclusive  production,  selling,  and  advertising  cost 
of  4|d.,  ix,  an  actual  saving  of  Jd.  per  unit  and  a 
profit  upon  a  total  sale  of  100,000  instead  of  the 
former  50,000.  In  the  actual  ledger  the  transactions 
will  appear  as  shown  on  page  210. 

With  a  doubled  output  the  manufacturer  has  more  The 
than  doubled  his  profit.     The  foregoing  is  based  on  ^^^<^^ 
the  assumption  that  during  the  first  year  the  cost 
of  his  advertising  added  to  his  reduced  selling  costs 
shows   a  slightly  increased  total   charge   per  unit, 
i.e.  2|d.  as  against  2d. 

The  work  of  advertising  in  this  first  year  has  been 
largely  of  a  pioneer  description.  Let  us  trace  its 
subsequent  operations.  Without  at  present  consider- 
ing any  further  increase  in  the  total  annual  volume 
of  sales,  the  effect  of  the  allocation  of  fd.  per  unit 
to  advertising  will  be  to  decrease  steadily  to  a  mini- 
mum the  selling  cost  of  Ijd.  per  unit  by  rendering 
sales  almost  automatic. 

It  is  thus  clear  that  an  economic  advantage  is 
gained  by  the  manufacturer  with  no  loss  either  to 
the  intermediary  or  the  consumer.  It  is  also  clear 
that  effective  advertising  has  produced  it. 
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1913  (WITHOUT  ADVERTISING) 

50,000  Corkscrews 

Dr. 

Cost  of  manu- 
facture at  2d.  .     £416  13    4 

Overhead  charges 

at  Id.      .  .       208     6     8 

Selling  costs  at  2d.      416  13     4 


£1041  13     4 
Net  proat    .       520  16     8 


£1562  10     0 


Cr. 
Sales  at  7|d.  £1562  10    0 


1914  (WITH  ADVERTISING) 
100,000  Corkscrews 


Dr. 

Cost  of  manu- 
facture at  Ifd. 

Overhead  charges 
at  |d.      . 

Selling  costs  at 
l|d. 

Advertising  at  f  d. 


£729     3  4 

312  10  0 

625     0  0 

312  10  0 


£1979     3     4 
Net  profit        .     1145  16    8 


Cr, 

Sales  at  7^d.  £3125    0    0 


£3125     0     0 

Retailer  Indeed,  far  from  being  gained  at  the  expense  of 
benefits  the  retailer,  it  is  of  real  service  to  him.  W^e  saw  in 
the  first  instance  that  he  had  a  margin  for  profit  of 
4jd.  per  unit.  We  may  reasonably  assume  that  of  | 
this  2jd.  might  be  his  cost  of  selling  and  2d.  his  | 
margin  of  profit,  always  assuming  that  he  sells  at 
the  retail  price  of  Is. 

If  he  handles  twice  the  former  number  of  these 
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particular  corkscrews,  and  his  sales  are  more  easily 

effected  because  of  the  consumer  demand  originated 

by  the  advertising,  and  if  his  stocks  are  more  easily 

kept  by  dealing  on  a  larger  scale  with  one  particular 

firm,  it  is  reasonably  certain  that  his  selling  expenses 

will  be  considerably  reduced,  and  he  also  thus  profits 

from  advertising. 

The  consumer  pays  the  same  price  as  before,  but  The 

his  profit  from  the  advertising  is  in  the  fact  that  for  *»*Por<- 

cince 
his  shilling  he  is  now  buying  an  article  of  known  ojtht 

value,  guaranteed  by  the  fact  that  it  is  advertised,  ^ow- 

and  with  a  reputation  which  depends  entirely  upon 

the  satisfaction  and  goodwill  of  himself,  the  hitherto 

despised  and  neglected  consumer. 

I  will  develop  the  vital  consequences  still  further, 
basing  my  remarks  not  on  mere  theory  but  on  the 
known  experience  of  many  well-known  firms. 

We  have  seen  that  the  manufacturer  has  reduced 
his  cost  of  production  per  unit  by  means  of  his 
increased  output.  We  have  seen  that  his  margin 
of  profit  has  become  very  large.  He  has,  let  us 
assume,  established  an  annual  sale  of  100,000  cork- 
screws among  the  actual  users  of  this  commodity. 

He  therefore  considers  whether  his  sales  can  be 
still  further  developed,  and  the  cost  to  the  consumer 
is  a  factor  to  be  considered.  It  is  possible  that  the 
retail  price  of  corkscrews  prevents  many  people  from 
possessing  them.  In  addition  to  the  actual  users, 
therefore,  there  are  the  'potential  users,  with  whom 
price  may  be  the  great  deterrent. 


212        ADVERTISING  :    A  CHALLENGE 

After  The  manufacturer  can  see  that  by  reducing  his 

I,  price  to  the  retailer,  and  through  him  to  the  pubUc, 

ticW        his  own  temporary  loss  per  unit  on  actual  sales  will 

buyer        y^^  more  than  recouped  by  the  total  volume  of  profit 

on  an  increased  annual  output.     He  may  lead  the 

retailer,  whose  own  margin  of  profit,  as  we  have  seen, 

has  increased,  to  co-operate  with  him  to  the  same 

end,    and,    by    reducing   his   margin   of   profit  per 

unit  for    a    larger    total    volume    of    sales,     bring 

the   actual   selling   price   to   that   minimum  which 

will  reach  the   widest    possible  circle   of   users   in 

every  sphere. 

This  accomplished  we  find  some  most  interesting 
consequences.  By  the  power  of  advertising  not  only 
are  the  original  users  of  corkscrews  securing  a  more 
reliable  article  at  a  cheaper  cost,  but  a  great  number 
of  people  who  were  formerly  unable  to  possess  such 
a  commodity  can  now  do  so. 

Without  labouring  this  self-evident  point  it  can 
be  seen  that  by  the  effects  of  judicious  advertising 
it  is  possible  for  a  manufacturer  to  decrease  the  price 
of  his  commodities  to  the  consumer,  to  increase  the 
profits  of  the  retailer,  to  supply  a  better  and  more 
reliable  article  than  hitherto,  and  at  the  same  time 
effect  a  marked  increase  in  his  own  profits. 
Not  all  It  is  quite  certain  that  all  of  the  increased  sales  of 

my  manufacturer  have  not  been  to  new  users  of 
what  is  an  article  of  more  or  less  general  use.  It 
is  also  equally  logical  to  assume  that  a  large  propor- 
tion of  the  increased  sales  has  been  secured  at  the 


new 
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expense  of  the  less  progressive  manufacturers  in  a 
similar  line  of  business. 

As  we  have  seen  that  increased  production  decreases  A  direct 
cost  of  manufacture,  distribution,  and  selling  per  ^^^'. 
unit,  so,  in  inverse  ratio,  the  same  costs  per  unit 
have  increased  for  the  firm  whose  business  is  decreas- 
ing. This  is  a  point  of  supreme  importance  which 
justifies  emphasis  and  repetition.  Is  it  not  an 
interesting  subject  to  trace  the  direct  relationship 
between  these  increased  costs  to  the  non-advertiser 
and  the  cost  of  the  successful  advertising  of  the 
competing  firms  which  was  the  prime  cause  of  it  ? 
But  whereas  the  advertiser  sees  his  expense  recurring 
in  the  form  of  goodwill  and  profits,  what  consolation 
can  the  non-advertiser  find  in  growing  expenses  of 
absolutely  no  utility  which  daily  make  it  harder  and 
harder  for  him  to  fight  his  progressive  rival  ?  Can 
he  not  therefore  in  the  truest  sense  be  said  to  bear 
the  burden  of  successful  advertising  or,  in  my  sense 
of  the  word,  to  pay  for  it  ? 

Leaving  aside  all  exceptional  cases  as  provided  for 
earlier  in  this  book,  this  was,  is,  and  will  remain  in 
its  application  to  all  commodities  and  services  in 
general  use  the  fundamental  contention  from  which 
this  book  originated,  and  upon  which  I  challenge 
debate. 


I 


CHAPTER  XVIII 
AMERICAN  EVIDENCE 

"  A  controversy  that  affords 
Actions  for  arguments^  not  words  .  .  , 
SuccesSy  the  mark  no  mortal  wit 
Or  surest  hand  can  always  hit,^"*         Hudibras. 

N  the  course  of  my  researches  for  data  upon 
this  subject  I  have  naturally  turned  to  the 
country  in  which  the  study  and  practice  of 
advertising  have  made  the  most  visible  progress. 
A  great  Amid  a  wealth  of  data  I  have  found  a  most  striking 
work  array  of  facts  marshalled  between  the  covers  of  that 
remarkable  book,  "  Advertising  as  a  Business  Force," 
by  Professor  Paul  Terry  Cherington,  published  by 
Doubleday,  Page,  and  Co.  for  the  Associated  Advertis- 
ing Clubs  of  America  (1913).  This  is  by  far  the 
most  admirable  work  upon  the  subject  which  I  have 
ever  seen.  Many  of  the  points  in  this  book  are 
taken  from  contributions  which  have  appeared  in 
those  well-known  publications,  the  American  Printers^ 
Ink  and  Advertising  and  Selling. 

Many  of  the  conclusions  arrived  at  by  these 
American  thinkers  agree  with  the  contentions  which 
we  formulated  independently,  and  form  invaluable 
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corroboration  of  the  whole  argument  of  the  present 
book.  This  American  work  had  never  been  seen  by- 
Mr.  Hole  until  after  his  portion  of  this  book  was 
already  completed. 

In  considering  the  disposal  of  advertising  costs, 
Professor  Cherington  says  : 

"  No  one  can  say  who  has  paid  for  any  piece  of  The 
advertising  outlay  until  he  knows  what  has  been  ^y 
its  effect  on  demand — and  consequently  on  produc- 
tion and  distribution  costs,  and  on  production  and 
distribution  profits." 

This  simple  and  cogent  statement  is  the  one  out- 
standing and  modifying  factor  which  must  never 
be  lost  sight  of  in  considering  any  contentions  I 
may  present.  It  is  so  logical  and  obvious  that  I 
expect  every  reader  to  give  me  credit  for  having  it 
in  mind  in  any  argument  I  may  put  forward.  Just 
as  you  cannot  accuse  a  dumb  man  of  using  bad 
language  so  you  cannot  class  inoperative  and  in- 
effective advertising  with  the  word  in  the  sense  I 
have  in  mind. 

George    Frank    Lord,    a    well-known    authority,  An 

writing  in  Printers^  Ink,   October  20,   1910,   under  '^"*^" 

.  can 

the  title  "  Manufacturers'  and  Dealers'  Margin  of  authority 

Profit,"  brings  out  some  of  the  points  made  in  the 
last  chapter  quite  conclusively.  He  makes  it  perfectly 
clear  how,  in  concrete  cases,  effective  advertising 
has  brought  about  an  actual  reduction  in  manufactur- 
ing and  distribution  costs.     He  writes  : 

"  In  order  to  consider  the  question  with  a  clear 
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mind  it  is  first  necessary  to  realize  the  difference 
between  '  margin  o/ profit '  and  '  margin /or  profit.' 

"  Margin  of  profit  is  the  net  percentage  or  portion 
of  the  selHng  price  of  an  article  that  accrues  to  the 
seller  after  all  his  selling  expense  has  been  deducted. 
Margin  for  profit  is  the  gross  difference  between  the 
selling  price  and  the  cost  price. 
Con-  "  One  of  the  chief  reasons  for  the  '  substitution 

tlr^k'  0    ^^^^ '  ^^  ^^^  failure  of  the  average  dealer  to  appreciate 
the  above  distinction. 

"  One  of  the  chief  reasons  why  some  manufacturers 
do  not  advertise  is  because  they  do  not  appreciate 
the  difference. 

"  A  manufacturer  of  a  patent  medicine  costing 
10  cents  a  bottle,  wholesaling  at  67  cents,  and  retailing 
for  $1  has  a  gross  margin  for  profit  of  57  cents.  If 
he  spends  50  cents  per  bottle  for  advertising  and  all 
other  selling  expenses,  his  net  margin  of  profit  is 
7  cents  a  bottle. 

"  The  dealer  or  druggist  buys  at  57  cents.  If  he 
maintains  the  list  price  of  $1  his  margin  for  profit 
is  33  cents.  His  net  margin  of  profit  is  33  cents 
less  any  variation  from  list  price,  less  the  proportion- 
ate charge  against  this  sale  for  store  rent,  clerk  hire, 
and  miscellaneous  expenses.  Therefore  his  net  margin 
may  be  15  cents,  or  nothing,  or  a  minus  quantity, 
depending  entirely  on  how  much  it  costs  to  sell  the 
medicine. 

"  It  is  obvious  that  the  sale  of  any  article  involves 
a  selling  expense. 


i 


AMERICAN  EVIDENCE  217 

"  The  difference  between  the  manufacturing  costs  Selling 

of  an  article  and  its  retail  price  is  what  the  consumer  ^^^^  .^ 

^  ^        inevit' 

pays  for  the  cost  of  selling  and  delivering  the  article  able 
to  him,  and  the  profits  of  the  manufacturer,  dealer, 
and  any  other  middle-men  involved. 

*'  No  scheme  of  trading  has  ever  been  devised  that 
eliminates  the  important  item  of  selling  cost.  Various 
schemes  have  been  used  to  reduce  it  to  a  minimum. 

"  The  one  great  advantage  of  advertising  is  that 
it  reduces  selling  cost  by  creating  an  increased  demand 
without  proportionate  increase  in  annual  or  total 
selling  expense. 

"  The  selling  expense  per  sale  may  be,  and  fre- 
quently is,  greater,  but  not  on  the  total  volume  of 
business  done  per  year. 

*'  Suppose  a  dealer  sells  a  non-advertised  article  An 
for  $1  at  a  gross  margin  of  33  cents  profit  and  he  ^^}^^^^^' 
sells  500  a  year.  Then  his  annual  gross  profit  on 
this  article  is  $165.  But  his  net  profit  may  be  only 
$65  owing  to  the  proportion  of  rent,  insurance,  local 
advertising,  &c.,  that  must  be  charged  against  this 
article,  plus  the  cost  of  the  amount  and  quality  of 
salesmanship  required  to  sell  it. 

"  Now  if  this  article  is  well  advertised  by  the 
manufacturer  and  the  wholesale  price  raised  to  75 
cents,  it  is  a  fallacy  for  the  dealer  to  figure  that  his 
profits  on  this  article  are  reduced.  He  will  probably 
sell  1000  at  an  annual  gross  profit  of  $250  and  a 
possible  expense  of  $100,  leaving  $150  net  profit 
as  against  %Q5  of  the  year  before. 


conclu 
sions 
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"  The  same  argument  applies  to  the  manufacturer. 
If,  during  the  first  year,  the  article  cost  to  manu- 
facture 50  cents,  and  wholesaled  for  67  cents,  his 
gross  profit  per  article  would  be  17  cents.  And  if 
he  sold  100,000  his  gross  annual  profit  would  be 
$17,000.  If  the  salesman's  and  shipping  (forwarding) 
cost  amounted  to  $12,000,  his  net  profit  would  be 
only  $5000. 

True  "  If,   in  the  second  year,   he  spends    $20,000  in 

advertising,  and  sells  200,000  instead  of  100,000, 
his  gross  margin  of  profit  at  the  new  wholesale  price 
will  be  $50,000,  provided  he  has  saved  nothing  in 
manufacturing  cost.  But,  as  is  well  known,  doubling 
the  output  of  a  factory  largely  reduces  manufacturing 
cost,  and  it  is  probable  that  his  would  be  reduced  to 
at  most  40  cents.  Hence  his  annual  gross  profit 
would  be  $70,000  and  his  net  profit  $70,000  less 
$20,000  advertising,  less  perhaps  $20,000  salesmen's 
and  shipping  cost,  or  $30,000  net  profit  as  against 
$5000  the  first  year. 

"  Note  that  in  the  first  year  his  net  profit  was 
$5000  or  5  cents  per  article,  and  that  in  the  second 
year  he  spends  10  cents  an  article  for  advertising, 
or  twice  the  amount  of  the  previous  year's  net  profit 
per  article.  Yet  he  winds  up  the  second  year  with 
$15,000  more  profit  than  the  first  year. 

"It  is  the  failure,  in  many  cases,  of  both  dealer 
and  manufacturer  to  understand  the  seeming  paradox 
indicated  by  the  foregoing  figures  that  causes  the 
former  to  be  a  substituter  and  a  '  knocker  '  of  adver- 
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tised  goods,  and  the  latter  to  hesitate  about  becoming 
an  advertiser. 

"  The  point  for  both  to  keep  in  mind  is  that 
dividends  depend  not  so  much  on  profits  per  sale 
as  the  net  annual  profits  of  the  business  as  a  whole." 

Although  this  extract  is  in  many  respects  a  repeti-  Wel- 
tion  of  my  arguments  in  the  last  chapter,  I  adduce  *^^^"^ 
it  as  the  weighty  evidence  of  a  competent  expert 
in  a  country  where  the  study  of  the  economics  of 
scientific  salesmanship  is  necessarily  more  thorough 
than  in  this  country. 


CHAPTER  XIX 
A  CLASSIC  INSTANCE 

"  No  man  makes  open  show  of  his  receipts,  but  every  one 
of  his  gettings.'^  Montaigne. 


A' 


S  sundry  specific  instances  of  British  firms 
have  been  given  in  this  book,  I  will  utilize 
this  chapter  to  present  a  few  outstanding 
facts  in  regard  to  some  huge  American  business 
houses.  Here  let  me  say  that  it  is  proverbial  among 
business  circles  that  the  American  is  much  more 
willing  to  state  essential  facts  and  figures  about 
his  business  and  other  interests  than  the  British  firm, 
whose  attitude  in  this  respect  has  been  most  effec- 
tively likened  unto  that  of  the  oyster,  this  explaining 
the  absence  of  similar  figures  from  British  houses. 
A  direct  consequence  of  this  American  willingness 
to  give  and  receive  vital  information  is  the  com- 
paratively high  degree  of  development  of  efficient 
advertising  and  selling  in  the  United  States. 
A  valu'  Some  valuable  data  in  proof  of  my  contention 
able  ally  ^i^^^  advertising  reduces  the  total  selling  cost  are 
adduced  by  J.  George  Frederick,  now  editor  of 
Advertising  and  Selling,  in  Printers^  Ink,  New  York, 
August  4, 1910.     He  writes  : 
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"  If  the  muck-rakers  ever  stumble  on  to  the  facts 
about  the  selling  expense  of  some  concerns,  there  will 
be  a  series  of  sharp  literary  explosions. 

"  There  is  a  manufacturing  concern  in  New  York 
whose  product  is  enjoying  an  international  market, 
and  is  regarded  as  having  achieved  success  in  every 
way — yet  its  selling  cost  is  still  five  times  its  manu- 
facturing cost 

**Now  if  this  product  were  a  luxury,  or  even  a  Inflated 
speciality  or  novelty  as  yet  not  universally  used,  ^^^^^^S 
there  would  conceivably  be  some  justification  for 
this  selling  cost,  but  the  article  referred  to  is  a  type- 
writer, which  has  come  to  be  practically  a  staple. 

"  There  is  another  highly  successful  typewriter 
whose  selling  cost  is  still  four  times  manufacturing 
cost.  There  are  several  other  very  successful  type- 
writers which  have  selling  expense  down  to  three 
times  cost  of  manufacture,  which  may  be  regarded 
as  fairly  normal  for  typewriters,  or  any  well-known 
semi-staple  mechanical  device  where  repair  and 
service  after  purchase  is  an  additional  factor. 

"  But,  gazing  generally  over  the  field  of  manu- 
facture, selling  cost  in  a  surprising  number  of  cases 
is  excessively  high.  Only  in  the  most  staple  of 
staple  lines  does  it  come  down  to  a  more  sane  pro- 
position. One  or  one  and  a  half  times  the  cost  of 
manufacture  is  a  general  average  for  selling  staples, 
while  in  the  drug  lines  and  specialities  in  all  lines, 
grocery,  textile,  hardware,  &c.,  the  selling  cost  rises 
to  four,  five,  and  six  times  the  cost  of  manufacture. 


222        ADVERTISING  :   A  CHALLENGE 

Sometimes  for  some  articles  (and  not  all  of  them 
like  Colonel  Seller's  eyewash  either)  the  cost  of  manu- 
facture is  a  mere  nothing,  and  almost  the  only 
expense  is  selling  expense. 

"  The  estimates  of  selling  expense  just  made 
include  office  and  overhead  expense  and  everything 
else  chargeable  to  the  '  selling  end. '  To  examine 
selling  cost  more  in  single  detail,  let  us  take  purely 
the  cost  of  salesmen  and  sales  departments,  exclusive 
of  whatever  else  might  be  chargeable  to  selling. 
Some  "  In    hosiery    and    underwear    lines    this    selling 

big  per-  expense  (frequently  the  only  kind  there  is)  runs  from 
6  to  8  per  cent,  of  net  return.  In  men's  clothing  it 
runs  from  4  to  7  per  cent.  In  office  equipment 
lines  it  runs  to  25  and  33  per  cent.,  and  in  drug  and 
hardware  lines  it  runs  up  from  25  to  40  and  60  per 
cent,  and  higher.  In  purely  luxury  lines  selling  cost 
has  no  roof  at  all — it  is  as  expansive  as  the  empyrean 
blue — according  to  the  article,  competition,  and 
method  of  distribution.  The  branch  agency  is 
mighty  expensive  machinery  of  sales,  but  it  produces 
volume  and  keeps  sales  contact  with  consumers 
keyed  up  (things  which  are  vital  in  competition). 
It  frequently  costs  $500  to  sell  an  auto,  and  the 
average  is  $100  to  sell  a  piano.  In  many  cases, 
especially  in  the  piano  business,  there  is  precious 
little  profit  left  after  this  high  selling  cost  is  expended. 
A  vital  "  This  matter  of  increasing  selling  cost  is  becoming 

more  and  more  vital  all  the  time,  because  of  two  things, 
the  widening  of  markets  and  the  growth  of  compe- 
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tition.  The  bigger  a  manufacturing  concern  becomes 
the  greater  usually  does  the  selling  cost  become. 
This  may  seem  paradoxical,  but  public  accountants 
will  testify  to  its  almost  invariable  truth.  A  selling 
organization  adequate  to  the  territory,  the  policies^ 
and  the  product  of  a  large  concern  increases  the 
selling  cost  considerably  over  that  of  a  smaller  manu- 
facturer, chiefly  because  the  large  manufacturer 
needs  more  executives  and  must  meet  competition 
at  more  points.  He  has  more  baskets  of  eggs  to  be 
watched  than  the  small  manufacturer. 

"  In  the  last  decade  or  two,  therefore,  ever  since 
the  beginning  of  big  markets  and  big  enterprises, 
selling  cost  has  been  rising  steadily  and  become  a 
problem  with  manufacturers.  Some  have  agreeably 
deluded  themselves  about  the  true  state  of  affairs 
by  figuring  loosely  that  reduction  of  cost  of  production 
was  '  helping  '  to  lessen  the  selling  cost.  But  in- 
quisitive modern  cost  accounting  turns  the  light 
on  such  delusions  for  those  manufacturers  (none  too 
many)  who  are  modern  enough  to  have  thorough- 
going cost  systems. 

"  The  one  significant  thing  about  selling  costs  is  The 
still    blindly    overlooked    by    many    manufacturers,  P^f^ 
while,  meanwhile,  those  keener  ones  who  do  under-  brand 
stand  it,  and  have  applied  it  long  ago,  are  the  big 
gainers.     Selling  cost  goes  down  in  proportion  to  the 
reputation   of  the  goods    and   the  favourable   convic- 
tion in  the  mind  of  the  buyer.      You   don't  have  to 
work  nearly  so  hard  to  sell  me  Baker's  chocolate  [a 
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well-known  brand,  J.H.]  as  you  do  to  sell  me 
Jones's  chocolate.  Neither  do  you  have  to  work  so 
hard  to  sell  dealers  and  jobbers.  In  fact,  in  such 
exceptional  cases  like  Baker's  and  a  few  others,  you 
could  shut  down  on  all  selling  expense  for  a  time  and 
make  a  lot  of  money  nevertheless. 
A  big  "  The  very  best  proof  in  the  land  that  advertising 

turnover  decreases  selling  cost  is  contained  in  the  situation 
of  Hart,  Schaffner,  and  Marx,  the  famous  clothing 
house,  as  compared  with  other  clothing  houses. 
[The  sale  of  ready-made  clothing  has  been  developed 
to  an  enormous  extent  in  the  U.S.A.,  mainly  through 
clever  advertising  of  wholesale  clothing  houses. — 
J.H.]  Hart,  Schaffner,  and  Marx  are  authoritatively 
reputed  to  do  an  annual  volume  of  business  of  about 
$15,000,000.  .  .  .  Good  advertising  has  been  their 
keynote  all  this  time  ;  and  to-day  their  salesmen 
(who  are  on  salary  not  commission)  talk  little  else 
but  advertising  to  dealers.  It  is  related  how  one 
dealer  who  listened  to  a  long  and  interesting  delinea- 
tion of  what  the  house  of  Hart,  Schaffner,  and  Marx 
had  done,  was  doing,  and  would  do  in  the  way  of 
advertising,  suddenly  said,  '  Yes,  that's  fine,  but 
what  about  the  clothes  ?  ' 
And  the         "  The    salesman  dismissed  the  subject  with  few 

^^'^f         words.     '  Ask  those  who  know,  or  demand  any  test 
goods  '' 

you  choose — the  clothes  are  right.  What  con- 
cerns you  most  is  how  those  clothes  are  advertised,"* 
And  Hart,  Schaffner,  and  Marx  are  so  beautifully 
intrenched  in  their  position  that  they  can  demand 
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that  the  dealer  who  holds  the  line  must  increase 
sales  every  year  or  make  way  for  some  one  who  will. 
In  magazine  advertising  alone  this  spring  and  last 
fall  Hart,  Schaffner,  and  Marx  spent  $85,000 — about 
twice  what  its  nearest  competitor  spent.  This 
figure  is  not  a  guess,  it  is  checked  up  from  the  maga- 
zines. One  hundred  and  twenty- five  thousand 
dollars  would  probably  cover  the  total  advertising 
expenditure,  newspaper  advertising  and  all. 

"  Now  let  us  measure  up  selling  costs.     For  the  Small 
sales  department  expense  (everything  but  advertising),  P^^^^^^' 
I  learn  from  inside  sources.  Hart,  SchafTner,  and  Marx 
spend  only  2|  ^o  3  per  cent.     See  how  this  measures 
up  beside  other  clothing  houses  : 


Magazine 

Advertising 

1910-11 

SeUing 

Cost 

Per  Cent. 

Hart,  Schaffner,  and  Marx 

.      $85,000 

2i-3 

B.  Kuppenheimer  and  Co. 

49,000 

4 

Samuel  W.  Peck  and  Co. 

29,000 

6 

Alfred  Benjamin  . 

24,000 

7 

"  Here  is  one  of  the  most  powerful  object-lessons 
ever  tabulated  regarding  the  relation  of  advertising 
to  sales  policies.  In  almost  perfect  proportion  to  the 
expenditure  for  advertising,  the  selling  cost  has 
decreased  and  volume  of  sales  increased.  Those 
clothing  manufacturers  named  above  are  all  adver- 
tisers— there  is  an  endless  number  of  other  clothing 
manufacturers  whose  names  are  little  known  to  con- 
sumers, and  whose  selHng  cost  ranges  all  the  way  from 
6  to  9  per  cent.     They  are  getting  neither  the  reduced 

p 
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cost  of  manufacture  which  comes  with  larger  volume 
of  sales  nor  the  decreased  selling  cost  which  comes 
with  trade-marking  and  consumer  advertising. 
Only  "  As  the  selling  cost  named  above  is  that  of  sales 

one  per  department  alone,  it  will  be  well  to  examine  how  much 
advertising  adds  to  it.  An  advertising  appropriation 
of  $125,000  is  but  '83  per  cent,  of  a  volume  of  business 
of  fifteen  million.  Even  supposing  that  the  adver- 
tising is  underestimated  and  the  volume  of  business 
overestimated,  the  difference  could  not  be  larger 
than  1  per  cent.  The  total  Hart,  SchafTner,  and 
Marx  selling  cost  would  then  stand  at  3 J  to  4  per 
cent. — which  is  unquestionably  tremendously  low. 
There  still  remains  a  large  gap  between  the  low 
selling  cost  achieved  by  the  two  clothing  firms 
advertising  most  extensively  and  the  higher  cost 
necessary  now  to  non-advertising  firms. 

"  A  most  interesting  thing  about  this  relation  of 
advertising  to  selling  cost  is  that  it  is  cumulative  in 
its  effect.  The  table  of  figures  quoted  shows  how 
the  selling  costs  of  clothing  firms  varied  in  proportion 
to  the  double  ratio  of  amount  spent  and  length  of 
time  since  first  consumer  advertising  began. 
What  "  When  you  get  right  down  to  it,  the  division  of 

adver-  selling  cost  into  a  separate  advertising  classification 
IS  pretty  difficult.  The  average  accountant  m 
manufacturing  concerns  is  more  or  less  at  sea,  and 
there  has  not  yet  been  worked  out  much  uniformity 
of  cost  accounting  on  this  subject.  Live  sales  forces 
have   men   who  travel   with  the   purely  secondary 
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object  of  taking  orders.  They  are  out  on  the  road 
to  suggest  a  new  sign,  a  rearrangement  of  a  dealer's 
store,  or  anything  to  cHnch  the  dealer's  goodwill  and 
advertise  the  house.  Now,  is  this  selling  or  is  it 
advertising  ? 

"  Likewise,  when  a  special  catalogue  or  folder, 
enclosing  order  blanks,  &c.,  is  sent  from  the  adver- 
tising department,  and  orders  come  in  as  a  result,  is 
that  advertising  or  selling  ?  How  can  the  two 
possibly  be  separated  ?  They  can't — the  productive 
result  of  the  two  working  together  must  be  measured 
in  contrast  with  a  similar  concern  where  one  works 
alone.  And  that  contrast  is  strikingly  afforded  in 
the  clothing  figures  quoted. 

"  As  a  matter  of  fact,  the  entire  '  selling  expense  '  Differ - 
for  any  speciality  or  novelty  is  advertising  expense.  It  ^^^^  *** 
must  be  advertised  in  some  way  before  it  can  be  sold  ^^ly 
at  all,  for  it  must  educate  its  prospective  buyers  and 
create  a  demand  which  has  not  before  existed.  Any 
trade-marked  staple  which  sells  on  individual  merit 
has  the  same  road  before  it.  If  it  would  rise  above 
the  dead  level  distinctions  of  quantity  and  common 
name,  it  has  to  turn  its  selling  expense  into  adver- 
tising channels.  It  must  sell  not  to  buyers  of  a 
generic  commodity  but  to  buyers  of  a  marked 
quality.  And  the  selling  expense  of  doing  this  has 
a  '  come-back  '  action  like  insurance  renewal  com- 
missions— it  compounds  itself  without  effort  as  time 
goes  on — making  the  cost  of  selling  per  unit  less  and 
less.     The  selling  cost  per  unit  of  Ivory  soap  must 
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be  pretty  nearly  infinitesimal  by  this  time,  else  the 
size  of  the  cake  and  the  retail  price  would  have  been 
changed  to  conform  to  the  increased  cost  of  raw 
materials,  labom',  advertising,  salesmen,  &c. — which 
is  making  it  practically  impossible  for  any  other 
soap  concern  to  give  consumers  as  much  per  cake 
for  their  money  as  Ivory. 
Huge  "  The  serious  problem  now  before  the  large  company 

waste  q£  manufacturers  who  comprehend  the  economics  of 
advertising  is  so  to  study  advertising  methods  as  to 
decrease  selling  costs  still  further,  and  achieve  in  the 
shortest  time  and  for  the  smallest  sum  the  large 
volume  of  business.  Without  the  slightest  doubt 
there  is  a  greater  waste  of  wealth  and  '  natural 
resources  '  through  unduly  high  selling  costs  than 
all  the  Pinchots  and  Garfields  and  Brandeis  ever 
painted  on  their  imaginations.  From  a  careful  average 
of  selling  costs  in  many  lines  of  manufacture,  I  think  it 
would  be  conservative  to  say  that  selling  cost  averages 
in  general  twice  the  cost  of  manufacture,  staples 
included,  which  means  that  America  spends  annually 
at  present  forty  billion  dollars  ($40,000,000,000)  on 
selling  based  on  census  estimates  of  $21,000,000,000 
now  expended  for  wages,  salaries,  raw  materials,  &c. 

"  Clean-cut,  well-considered,    and  closely  adapted  I 
advertising  is  bound  in  the  future  to  cut  this  enormous 
selling  expense  very  materially,  and  put  manufac- 
turing on  a  more  stable  and  effective  plane." 
A  clear  In   this,    which   I   have   deliberately   termed   the 

classic  instance,  we  have  a  staple  commodity  of  a 


case 
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form  which  permits  the  operations  involved  in  my 
contention  to  be  most  clearly  seen.  Above  all 
one  thing  stands  out  clearly,  and  that  is  the  simple 
point  made  by  Professor  Cherington  that  the  definition 
of  the  term  "  pays  "  depends  upon  the  effect  of  the 
advertising.  The  whole  effect  in  this  case  of  adver- 
tising cost  is  a  reduction  in  total  selling  expense — 
cost  of  advertising  included. 


CHAPTER  XX 

WASTE,  EXPENSE,  INVESTMENT,  OR  WHAT  ? 

*'  On  sail  aujourd'hui  .  ,  .  la  determination  de  V angle 
le  plus  avantageux  d'un  gouvernail  de  vaisseau  avec 
la  quille ;  mais  Christophe  Colomb  avail  decouvert 
VAmirique  sans  Hen  soupgonner  de  cet  angle. ''^ 

Voltaire. 

A  T  HAVE  defined  "  payment  "  as  expense  without 

coming  ■  corresponding  benefit,  thus  being  practically 
synonymous  with  loss.  I  have  also  contended 
that  the  loss  of  trade  by  the  manufacturer  of  a  staple 
commodity  has  a  direct  relation  to  the  gain  of  a 
successful  competitor  who  has  won  it  from  him.  I 
have  contended  that  the  payment  for  successful 
advertising  therefore  largely,  and  sometimes  mainly, 
falls  on  the  non-advertiser.  I  have  still  further 
shown  that  as  advertising  is  the  cheapest  and  simplest 
form  of  selling  and  saves  the  consumer  the  excessive 
cost  of  obsolete  and  costly  methods,  it  will  therefore 
endure  until  the  necessary  act  of  informing  the 
consumer  of  the  existence  and  qualities  of  a  product 
(advertising)  is  practically  the  only  selling  cost,  and 
an  absolutely  infinitesimal  one.  In  those  days  the 
consumer  will  pay  for  advertising  with  the  sure 
knowledge  that  it  is  the  lowest  possible  cost  for  an 
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absolutely  necessary  service.  But  until  those  distant 
days  Advertising  is  steadily  eating  into  and  reducing 
selling  costs  ranging  from  10  per  cent,  to  1000  per 
cent,  upon  the  numerous  commodities  and  services 
more  or  less  necessary  to  civilized  man. 

Clinging  very  tightly  to  the  hard  facts  of  life  as 
it  is,  I  come  now  to  a  consideration  of  the  true  classifi- 
cation under  which  advertising  should  be  placed. 
If  its  operation  is  ineffective  it  can  be  called  waste. 

If  it  produces  some  immediate  effects  with  no 
subsequent  value  (as  in  the  case  of  a  swindling  adver- 
tisement or  the  sale  of  an  unsatisfactory  product) 
it  can  be  considered  rightly  as  a  current  expense, 
partly,  entirely,  or  profitably  reproductive. 

If,  however,  the  effect  of  the  advertising  is  to  make  The 

known  the  existence  and  merits  of  a  product,  to  V^'^'"^^^' 

nent 
familiarize  the  public  with  its  name,  and,  at  the  same  g-ffg^t 

time,  to  evoke  a  growing  sympathetic  or  semi- 
automatic demand  for  it,  this  crescendo  of  recurrent 
demand  produces  a  cumulative  effect  which,  at  the 
end  of  one  year's  advertising,  carries  an  impetus 
of  spontaneous  demand  into  the  second  and  subse- 
quent years  out  of  all  proportion  to  the  current 
expenditure  but  representative  of  the  gathered  effects 
of  all  past  advertising  expenditure.  In  this  case  the 
advertising  is  less  a  current  expense  than  a  reproduc- 
tive investment. 

These  distinctions  are  not  arbitrary,  but  are  known 
and  recognized  by  every  experienced  advertising 
man,  and,  in  innumerable  cases,  shape  the  policy 
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Genera- 
tion of 
goodwill 


Not 
imme- 
diately 
profit- 
able 


and  inspire  the  advice  given  by  an  agent  to  a  new 
advertiser. 

Here,  however,  comes  a  still  further  consideration 
of  fundamental  and  vital  importance.  The  question 
ceases  to  be  whether  the  advertising  is  waste,  expense, 
or  investment,  but  to  what  extent  and  under  what 
conditions  it  should  be  recognized  as  the  producer 
of  goodwill^  with  a  value  possibly  equal  to  or  even 
exceeding  the  total  expenditure  upon  it,  not  counting 
the  profits  upon  the  immediate  sales  effected  during 
its  currency.  It  is,  in  fact,  possible  to  accumulate 
a  reserve  fund  of  effective  and  operative  publicity 
which  in  relation  to  a  business  shall  be  practically 
similar  to  a  water  reservoir  in  relation  to  a  town, 
or  the  relation  of  the  old  millpond  to  the  water- 
wheel.  The  "  penny-in-the-slot  "  form  of  publicity 
is  in  an  entirely  different  category. 

This  feature  of  interrelation  between  advertising 
outlay  and  the  possibilities  of  return  is  brought  out 
in  the  following  discussion  of  the  question,  "  How 
much  shall  we  spend  for  advertising  ?  "  This 
question  is  discussed  in  the  light  of  the  problems  it 
presents  to  a  new  concern,  which  depends  in  a  large 
part  for  its  answer  on  the  ability  of  the  advertising 
to  secure  *'  goodwill." 

In  an  article  under  the  above  heading  in  Printers^ 
Ink,  New  York,  18/7/'12,  it  is  taken  for  granted  that 
the  immediate  effect  on  sales  cannot  yield  the 
amount  of  the  outlay,  and  that  consequently  the 
return   from   the    advertising    must    come    in   the 
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form  of  "  goodwill  "  or,  in  other  words,  the  possi- 
bilities of  future  earnings  for  the  concern.  The 
writer  proceeds  : 

"  An  advertising  man  who  had  been  reared  in  the  Com- 

closeparinff  department  store  school  where  the  adver-  ^^^* 

.....  r.      1  c    1      vision 

tismg  expenditure  was  fixed  at  3  per  cent,  of  the 

total  sales  was  called  into  a  newly  established  manu- 
facturing business.  Upon  being  given  access  to  the 
books,  he  was  appalled  to  find  that  whereas  the  total 
sales  for  the  previous  year — the  fourth  of  the  com- 
pany's existence — were  not  quite  a  quarter  of  a 
million  dollars,  the  advertising  appropriation  for 
the  current  year  was  $50,000 — just  21  per  cent,  of 
the  sales.  His  first  thought  was  that  he  had  been 
called  to  assist  at  an  autopsy,  for  these  figures  would 
spell  ruin  with  a  capital '  R  '  to  the  department  store, 
and  he  made  remarks  to  that  effect  at  his  first  con- 
ference with  the  president.  The  latter  reassured 
him  with  a  smile,  '  We  are  investing  our  money,'  he 
said.  '  Remember,  this  is  a  comparatively  new 
concern,  and  among  other  things  it  must  have  to 
succeed  is  goodwill.  It  must  buy  that  just  the 
same  as  if  it  were  buying  bonds — to  return  not  to-day 
or  to-morrow,  but  years  hence.  Goodwill  to  us  is  even 
more  important  than  machinery  and  raw  material, 
for  it  would  profit  us  nothing  to  make  goods  which 
we  could  not  sell.  So  just  as  we  invest  a  part  of  our 
capital  in  machinery,  tools,  and  material  with  which 
to  make  a  product,  we  put  part  of  it  into  goodwill 
to  help  sell  the  product. 
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Taper-  "  *  You   would  not  exclaim  if  we  put  the  fifty 

ing  off      thousand   into   salesmen.     Yet   they   might   pay   a 
very  small  return  in  goodwill,  comparatively  speak- 
ing, because  they  might  force  the  sale  of  the  goods 
upon  many  an  unwilling  purchaser,  and  we  might 
have  to  spend  more  in  proportion  to  the  sales  as  time 
went  on.     In  this  case,  however,  you  will  see  the  ratio 
gradually    decline.     With    reasonable    efficiency    in 
our  general  management,  in  five  years  I  expect  to 
see  the  advertising  appropriation  reduced  to  10  per 
cent,  or  possibly  a  little  lower.     In  this  line  of  businessH 
it  can  hardly  be  expected  to  fall  below  8  or  10  per 
cent.' 

"  The  view  expressed  above  is  the  new  view — 
a  way  of  looking  at  things  which  would  have  caused 
apoplexy  some  twenty  years  ago.  Even  to-day  it 
is  heresy  in  some  places .^ 

"  A   writer   in   one   of   the   current   magazines — 

supposed  to  be  a  high  authority  on  financial  subjects — 

strongly  advises  intending  investors  against  buying 

the  securities  of  any  industrial  '  greatly  dependent 

upon  patents  in  its  manufacturing  end,  or  advertising 

in  its  selling  end.^    The  assumption  is,   of  course, 

that,  just  as  patents  may  be  rendered  obsolete  bj 

new  inventions  and  will  go  out  of  existence  anywaj 

in  seventeen  years  or  less,  the  effect  of  advertising 

may   be   overcome   by   rival    advertising,    and   th< 

advertising  of  yesterday  is  as  dead  as  an  expiree 

patent.     That  it  is  very  much  alive  a  glance  at  th( 

following  goodwill  columns  will  show. 
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THE    RELATION    OF    THE   CAPITAL,    ASSETS,    AND  Hard 
GOODWILL    OF    SOME    LEADING     INDUSTRIAL  ^^^^ 
CORPORATIONS     AS     REPORTED     BY     BOSTON 
NEWS  BUREAU 


Assets 

Name 

Capital 

Assets 

Goodwill 

per 
Cent. 

Goodrich   . 

$90,000,000 

$100,877,604 

*  $57,000,000 

56-5 

Woolworth 

65,000,000 

65,157,155 

50,075,000 

76-8 

Sears- Roebuck   . 

48,500,000 

60,768,949 

30,000,000 

49-3 

Studebaker 

43,500,000 

56,476,143 

19,807,277 

350 

May  Dept. 

20,000,000 

21,377,229 

14,343,957 

670 

Underwood 

13,500,000 

15,476,785 

7,995,720 

52-2 

Loose- Wiles 

13,000,000 

15,247,152 

7,970,543 

51-6 

*  Estimated. 


A  goodly  portion  of  those  vast  amounts  set  down  Accumu- 


there  under  the  head  of  goodwill  are  the  results  of 
the  advertising  which  has  been  done — the  mill  still 
grinding  with  the  water  that  is  past  [or  accumulated — 
J.H.].  Thirteen  million  dollars  of  Woolworth's 
money  invested  in  the  highest  office  building  in  the 
world  is  a  stupendous  advertisement  of  his  good- 
will account.  The  B.F.  Goodrich  Company,  recently 
consolidated  with  the  Diamond  Rubber  Company, 
capitalizes  a  cool  $57,000,000  of  goodwill !  What 
does  that  represent  ?  Patents  are  of  mighty  little 
importance  in  the  rubber  business,  secret  processes 
of  manufacture  are  practically  common  property, 
location  cuts  very  little  figure,  proprietorship  has 
changed  a  dozen  times,  the  Goodrich  who  founded 
the  business  having  been  dead  for  many  years,  and 


lated 
adver- 
tising 
value 
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no  one  bearing  the  name  figures  in  the  management. 
That  '  goodwill '  represents  advertising  practically 
entirely.  It  is  the  result — or  rather  one  of  the 
results — from  the  constant  repetition  of  '  Best  in 
the  Long  Run.'  It  is  summed  up  in  the  attitude  of 
the  young  lady  whom  the  writer  asked  to  name  the 
make  of  tyres  her  father  used  on  his  car.  She  didn't 
know,  it  happened,  but  she  said, '  Goodrich,  I  suppose,  ^ 
the  same  as  they  all  do.'  That's  goodwill,  and  that 
is  what  it  pays  to  spend  a  mighty  substantial  propor- 
tion of  the  first  few  years'  sales  to  get. 
The  "  With  the  object  of  ascertaining  whether  this  new 

V^^h  attitude  towards  goodwill  (which  includes,  of  course, 
hanker  the  recognition  of  advertising  as  an  investment)  had 
been  assumed  by  any  of  the  more  conservative 
financial  institutions.  Printers''  Ink  sent  a  letter  to 
250  bankers,  members  of  the  American  Bankers' 
Association,  asking  whether  there  is  in  financial 
circles  '  a  growing  disposition  to  regard  with  favour 
an  aggressive  advertising  policy  when  linked  up 
with  a  successfully  conducted  business  ?  '  The  case 
of  the  Royal  Baking  Powder  Company  was  cited, 
which  began  with  a  small  capital  and  '  invested  ' 
the  profits  in  advertising  for  a  number  of  years. 
Eventually  this  business,  which  was  almost  wholly  a 
goodwill  proposition,  was  capitalized  for  $20,000,000, 
and  the  common  stock  has  paid  for  some  years 
12-per-cent.  dividends.  The  list  of  bankers  addressed 
were  asked  if  they  would  consider  that  sound  financ- 
ing, and  were  requested  to  state  how  a  man  could 
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determine  what  proportion  of  money  spent  for 
advertising  could  be  considered  a  legitimate  invest- 
ment. 

"  Of  those  bankers  who  answered,  33  per  cent, 
state  that  money  spent  for  advertising  should  be 
charged  to  '  expense  '  in  toto,  and  by  inference,  if  not 
by  direct  statement,  that  there  is  no  tendency  to 
regard  an  advertising  policy  as  anything  but  running 
expense.  The  resulting  goodwill,  they  affirm,  is 
not  to  be  considered  in  conservative  financing,  and 
has  no  place  on  a  statement  of  assets. 

"  Twenty-eight  per  cent,  of  the  bankers  who  What 
answered  the  letter  say  that  goodwill  secured  through  '^^.^ 
an  aggressive  advertising  policy  should  be  given  '  due 
consideration  '  when  it  came  to  lending  money  or 
financing  an  enterprise.  None  of  these  bankers 
would  go  so  far  as  to  say  that  goodwill  has  any  place 
in  a  financial  statement,  or  that  it  can  be  charged 
to  anything  except  expense,  but  they  all  asserted 
what  the  33  per  cent,  denied,  namely,  that  the 
goodwill  of  a  concern  has  to  be  considered  very 
frequently. 

"  Fourteen  per  cent,  of  the  whole  number  came 
out  flat-footedly  with  the  assertion  that  there  un- 
doubtedly is  a  tendency  in  conservative  financial 
circles  to  regard  advertising  as  an  investment.  With 
one  exception  they  agree  that  it  would  be  poor  book- 
keeping to  list  advertising  as  an  '  investment,'  but 
they  admit  that  it  should  be  given  full  consideration 
in  extending  credit.     The  one  exception  states  that 
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a    certain    portion    of   the    advertising    expenditure 

should  be  shown  on  the  books  as  investment,  the 

portion  to  be  determined  by  a  comparison  of  the 

results  which  had  been  obtained  with  the  reasonable 

expectation  of  results  to  come  in  the  future. 

"  The  other  25  per  cent,  of  replies  were  absolutely 

non-committal,  some  stating  that  they  did  not  care 

to  discuss  the  question,  and  others  taking  refuge  in 

generalities  such  as  '  advertising  is  a  necessity  to 

most  concerns,'  &c. 

A  "  That  showing  is  to  be  considered  nothing  short 

cheerful     ^j  remarkable,  when  it  is  remembered  that  ten  years 
verdict  '^ 

ago  the  average  banker  would  have  scoffed  at  the 

idea  of  advertising  at  all.  He  didn't  believe  in  it 
so  far  as  his  own  business  was  concerned,  and  he 
was  rather  inclined  to  look  upon  it  with  suspicion 
A  sign  when  it  was  indulged  in  by  other  people.  When 
gj.ggg  42  per  cent,  of  a  list  of  bankers  can  be  persuaded 
to  say  that  goodwill  secured  by  advertising  should 
be  given  at  least '  due  consideration  '  when  determin- 
ing a  line  of  credit,  it  shows  that  the  status  of  adver- 
tising in  the  financial  world  is  rapidly  changing. 
And  the  wording  of  the  replies  shows  pretty  conclu- 
sively that  the  bankers  regard  advertising  as  the 
chief  promoter  of  goodwill.  Those  who  do  not  side- 
step the  question  entirely  meet  the  issue  squarely 
upon  that  basis.  It  is  not  the  money  spent  for 
patents  or  for  trade-mark  rights  that  they  are 
talking  about,  but  the  money  spent  for  advertising 
the  goods. 
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"  Thus  the  man  who  is  facing  the  question,  '  How  A  case 
much  shall  I  spend  for  advertising  ?  '  has  better  and  *"  ^°*'*' 
higher  authority  than  ever  before  for  regarding  the 
appropriation  as  an  investment,  paying  dividends 
in  goodwill.  It  is  true  that  it  figures  in  the  books 
as  '  advertising  expenses,'  but  it  goes  to  make  up 
'  demonstrated  earning  power  '  whenever  it  is  neces- 
sary to  re-finance  or  extend  the  credit  of  the  business. 
It  is  reported  on  the  best  authority  that  the  National 
Biscuit  Company  had  been  advertising  Uneeda 
Biscuit  for  three  years  before  the  sales  of  that  com- 
modity paid  a  profit,  yet  no  one  in  his  senses  would 
maintain  that  it  was  '  merely  an  expense.'  Of 
course  the  company  was  selling  other  crackers  at 
a  profit  big  enough  to  more  than  offset  the  deficit, 
but  even  if  that  were  not  the  case  the  advertising 
of  Uneeda  would  have  been  an  investment  just  the 
same,  and  future  events  have  shown  that  the  company 
could  have  afforded  to  pay  for  that  advertising  out 
of  the  capital  of  the  concern  if  no  other  source  were 
available.  Since  1905  the  dividends  paid  on  the 
common  stock  have  risen  from  4  to  9  per  cent., 
while  the  physical  assets  have  increased  only  from 
sixty-two  to  sixty-six  million  dollars.  While  there 
are  only  four  million  dollars  more  physical  assets 
than  there  were  in  1905,  nobody  would  be  likely  to 
accuse  the  National  Biscuit  Company  of  frenzied 
finance  if  it  should  increase  its  capitalization  ten  to 
fifteen  millions.  Yet  the  greater  part  of  the  increased 
capital  would  be  represented  by  nothing  tangible. 
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It  is  simply  the  demonstrated  earning  power,  much 
of  which  is  the  result  of  the  advertising  expense  of 
last  year  and  the  year  before. 
Jud^-  "It  is  evident,  then,  that  it  is  not  wise  to  limit 

meded  ^^^  advertising  appropriation  to  an  amount  which 
seems  likely  to  '  come  back  '  the  first  year.  In  other 
words,  the  money  spent  for  advertising  cannot  be 
expected  to  return  at  once  with  a  profit  in  its  hand. 
But  it  is  not  wise  to  plunge  so  heavily  as  to  endanger 
the  credit  of  the  business,  for,  be  it  understood,  good- 
will is  a  fine  thing  in  connexion  with  a  going  business, 
while  the  goodwill  of  a  bankrupt  concern  isn't  worth 
a  cent. 

"  In  a  sense  goodwill  is  a  sort  of  business  momen- 
tum. As  long  as  the  concern  keeps  going,  last  year's 
advertising  helps  keep  up  the  speed  just  as  the 
momentum  of  the  last  turn  of  a  locomotive's  drive 
wheels  helps  send  them  round  the  next  time  ;  but 
after  the  concern  has  once  stopped,  the  goodwill 
it  used  to  have  will  not  help  start  it  again  any  more 
than  the  locomotive's  momentum  on  its  last  run 
will  help  overcome  its  inertia  as  it  stands  in  the 
round-house. 

"  That  fact,  by  the  way,  makes  the  new  atti- 
tude of  the  bankers  all  the  more  striking,  since 
the  banker  always  looks  at  a  financial  statement 
from  the  standpoint  of  what  the  assets  would 
be  worth  in  case  of  failure — not  considering  at 
all  what  they  are  worth  under  an  aggressive  sales 
policy. 
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"  No  less  an  authority  than  EHjah  W.  Sells,  of  A  plain 
Haskins  and  Sells,  Certified  Public  Accountants,  of  f''*^" 
New  York,  says  that  '  such  advertising  which  has 
a  direct  effect  in  creating  or  measurably  increasing 
the  goodwill  of  a  business  that  may  be  considered  as 
an  investment,  while  that  which  is  done  to  maintain 
a  normal  distribution  or  call  attention  to  special 
temporary  prices  should  be  considered  an  expense,'' 

"  In  other  words,  the  advertising  which  goes 
directly  to  the  promotion  of  the  goodwill  of  a  new 
concern  can  properly  be  capitalized  and  paid  for 
out  of  money  received  for  stock,  while  that  advertis- 
ing which  is  done  simply  to  maintain  something 
already  secured  should  come  out  of  profits. 

"  Hence  it  is  evident  that  the  answer  to  the 
question,  '  How  much  shall  we  spend  for  advertis- 
ing ?  '  is  '  Enough  to  secure  a  demonstrated  earning 
power  (goodwill),  which  will  produce  profits  sufficient 
to  pay  for  the  advertising  necessary  to  maintain 
distribution  of  the  goods.'  That,  of  course,  is  the 
minimum  amount." 

I  have  devoted  much  space  to  the  presentation 
of  the  foregoing  cogent  arguments  upon  the  effect 
of  advertising  as  a  creative  investment,  begetting 
both  current  sales  and  permanent  goodwill.  I  shall 
enlarge  upon  some  further  considerations  concerning 
these  points  in  the  next  chapter. 


CHAPTER  XXI 
THE  CREATION  OF  GOODWILL 

"  Jfl,"  ruft  Ihr,  "  das  waren  Weise  !  " — Ihr  abet  seid 
Narren  ?    Einverstanden. 

Schopenhauer,  "  Aphorismen." 

Varying  TT  is  very  evident  that  the  proportionate  value 
I  of  goodwill  varies  in  different  lines  of  business, 
from  the  "  connexion "  of  the  school,  the 
"  following  "  of  the  novelist,  or  the  "  clientele  " 
of  the  lawyer,  in  which  it  is  often  of  greater  impor- 
tance than  the  total  capital,  to  the  railway  or  ferry- 
boat, in  which  it  forms  but  a  tiny  fraction  of  the  whole. 
In  the  same  manner  the  cost  of  the  creation  of  good- 
will is  or  is  not  a  profitable  investment  according  to 
the  value  of  the  goodwill  compared  with  the  cost 
of  its  creation.  Certain  goodwill  associated  with 
genius  and  personality  is  non-transferable. 

But  although  it  is  impossible  to  arrive  at  any 
general  rules  as  to  the  actual  value  of  goodwill, 
owing  to  its  variability  in  different  lines  of  business, 
it  is  possible  to  define  and  analyse  the  factors  which 
go  to  form  the  asset  in  question. 

I  am  reproducing  on  p.  243  the  analysis  of  "  Good- 
will "  which  was  prepared  by  Professor  Cherington 
for    the    American    Printers^    Ink.     It    gives    some 
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guidance  and  many  clues  to  the  conditions  which 

decide  "  whether  the  amount  spent  for  advertising  at 

the  start  shall  be  a  greater  or  a  less  part  of  the  capital." 

The  following  are  the  remarks  with  which  the 

American    writer    accompanied    his    very    carefully 

prepared  tables  : 

Close  "  Since  we  are  discussing  an  entirely  new  business, 

pmnt        ^one   of  the   '  Intangible   Factors  '   will   affect  the 

advertising  investments,  except  the  product  and  the 

trade-mark.     The  lower  the  quality  of  the  product, 

the  harder  to  create  goodwill,  and  the  more  money 

must  be  spent.     The  smaller  the  profit  it  pays  to 

those  handling  it,  the  easier  it  must  be  made  for  them 

to  sell,   which,   of  course,  means  more  advertising. 

The  quality  and  adaptability  of  the  trade-mark  will 

affect  the  advertising  in  the  same  manner,  though 

not  to  the  same  extent.     Of  course,  being  a  new 

trade-mark,  its  age  and  reputation  are  negligible. 

"  When  we  come  to  the  '  tangible  factors,'  under 
'  increased  sales  '  we  find  the  item  '  possible  market.' 
Being  a  new  concern  the  '  actual  market '  may  be 
assumed  to  be  non-existent.  The  size  of  the  possible 
market,  of  course,  affects  the  size  of  the  appropriation, 
since  the  wider  the  field  the  more  it  costs  to  cover 
it.  But  there  is  another  important  consideration 
right  here,  and  that  is  the  number  of  possible  indi- 
vidual buyers  in  the  market. 
The  "  The  business  with  500  customers  is  less  valuable 

numbers    ^^^^  ^^e  business  with  5000  customers,  if  the  gross 
sales  of  both  are  the  same.     Thus  the  goodwill  of  a 
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chewing-gum  concern  would  be  worth  more  than 
that  of  a  piano- house  doing  the  same  amount  of 
annual  business.  The  reason  for  this  is  that  it  is 
easier  to  lose  a  substantial  percentage  of  500  cus- 
tomers than  it  is  to  do  the  same  thing  with  5000. 
So  to  make  the  goodwill  of  the  piano-house  equal 
in  value  with  that  of  the  chewing-gum  concern 
will  require  more  money  and  more  effort.  Hence, 
the  new  piano  concern  can  afford  to  spend  more 
money  than  the  chewing-gum  company,  more, 
of  course,  in  proportion  to  the  capital,  not  neces- 
sarily a  larger  integral  amount. 

"  With  regard  to  the  share  of  the  possible  market,  A  pro- 
the  following  is  quoted  from  L.  R.  Dicksee,  professor  ^ff^^^^ 
of  accounting  at  the  University  of  Birmingham, 
England,  probably  the  leading  authority  on  the 
subject  of  goodwill :  '  Income  derived  from  a  mono- 
poly or  quasi- monopoly  will  command  a  higher 
rate  of  goodwill  than  one  derived  from  an  industry 
in  which  competition  is  keen.'  The  application  of 
course  is  evident.  The  monopoly  or  quasi- monopoly 
need  not  spend  so  much  money  in  advertising  as  the 
business  in  a  competitive  line.  [Nor,  as  we  have 
already  shown,  will  it  desire  to  sell  a  large  quantity 
at  a  low  price,  being  better  suited  by  a  large  profit 
on  a  restricted  sale. — J.H.] 

"  The  above,  however,  does  not  apply  with  full 
force  to  monopolies  granted  by  patent  rights,  since 
at  any  time  it  is  possible  that  subsequent  inventions 
may  depreciate  the  value  of  the  patents. 
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Recur-  "  The  heading  '  capacity  of  product '  refers  to  the 

rent  and    frequency  of  the  purchase.     If  the  product  is  one 
demand     which   is   totally   consumed,    like   soap,    shoes,    food 
products,    &c.,   the  customer  will  be  again  in  the 
market  for  similar  goods  before  long.     If,  however, 
it  is  a  product  which  is  only  partially  consumed, 
like   articles   of   hardware,    furniture,    utensils,    &c., 
the  same  customer  may  not  buy  more  than  twice 
or  three  times  in  a  lifetime.     In  the  former  case  the 
goodwill  is  worth  more  than  in  the  latter,  and  it  is 
easier  to  get  because  there  is  often  an  argument  in 
the  quality  of  the  goods  themselves  which  makes 
future    sales.     In    considering    the    amount    to    be 
spent  for  advertising,  this  factor  is  relatively  unim- 
portant when  compared  with  the  size  of  the  market 
and  the  quantity  of  competition.     As  a  general  rule, 
however,  distribution  is  more  important  than  goodwill 
(at  the  start)  for  goods  which  are  bought  only  once 
or  twice  in  a  lifetime.     For  if  your  competitor  gets 
the  one  sale,  you  cannot  hope  to  reach  that  particular 
person  for  years  if  you  can  reach  her  at  all,  whereas 
if  the  goods  are  totally  consumed  with  reasonable 
quickness   a   second   sale   will   be   ripe   for   picking 
shortly  which  your  advertising  may  land.     The  goods 
which    are    totally    consumed    need    more    goodwill 
advertising  at  the  start,  to  secure  the  second  sale 
if  the  first  goes  elsewhere. 
Eco-  "  Under  the  head  of  '  increased  profits  '  the  subject 

nomics      q£  costs  has  a  bearing  on  goodwill  only  when  the 
will  business  is  to  be  sold.     It  is  quite  true  that  selling 
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costs  have  an  influence  upon  prices  which  in  turn 
affect  the  consumer,  but  they  have  Uttle  bearing 
upon  the  subject  of  how  much  to  spend  for  adver- 
tising. In  fact  the  amount  spent  for  advertising 
(with  due  regard,  of  course,  for  the  way  in  which 
it  is  spent)  will  have  more  effect  upon  selling  costs 
than  the  other  way  round.  And,  as  a  matter 
of  fact,  the  selling  cost  for  any  article  cannot  be 
determined  in  advance  any  way. 

"  The  better  the  maintenance  of  prices  ('  standardi- 
zation '  in  the  table)  the  greater  the  goodwill,  because 
everybody  is  treated  alike  and  nobody  has  a  chance 
to  feel  disgruntled.  Hence,  other  things  being  equal, 
the  concern  which  is  selling  at  '  any  old  price  '  will 
be  obliged  to  spend  more  money  in  advertising  to  get 
the  same  result. 

"  There  are  two  other  considerations  which  enter  The 
into  the  goodwill  analysis,  and  which  have  a  particular  ^^^^  ^/ 
bearing  upon  the  advertising  investment.     The  first  pioneer 
is  the  kind  of  business  engaged  in.     Does  it  supply  a 
need  which  is  readily  recognized  by  the  public,  or 
must  consumers  be  educated  to  the  use  of  the  product  ? 
It  is  evident  that  a  concern  in  the  latter  class  will 
have  to  spend  much  more  for  its  goodwill  than  one 
in  the  former,  other  things  being  equal,  of  course. 
Just  as  an  example  of  what  is  meant  the  man  who 
put  the  first  rubber  hot- water  bottle  on  the  market 
could  have  piled  up  goodwill  at  a  comparatively 
small  outlay,  while  the  first  adding  machine  was  a 
good  many  years  getting  any  goodwill  to  speak  of. 
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Goodwill  comes  easier  in  the  line  of  business  which 
is  established  and  recognized  than  in  the  new 
field. 

"  And  second  is  the  amount  of  dependence  in 
public  places  upon  the  services  of  the  proprietor 
or  founder  of  the  business.  This  factor  is  rarely, 
if  ever,  met  with  in  an  ordinary  merchandizing 
business,  but  it  is  frequently  in  publishing  businesses 
where  the  editor  or  star  writer  keeps  a  large  portion 
of  the  subscription  list  together. 
A  per-  "  In  such  a  case,  unless  the  business  were  to  be 

allowed  to  slump  with  the  death  or  retirement  of  the 
individual,  it  would  be  necessary  to  spend  a  compara- 
tively large  sum  in  advertising  for  goodwill.  When 
the  goodwill  of  a  business  is  appraised  for  purposes  of 
sale,  it  is  customary  to  deduct  a  sum  which  repre- 
sents the  estimated  cost  of  replacing  the  services  of 
the  proprietor.  Of  course,  in  case  of  death  or  retire- 
ment this  amount  would  automatically  deduct  itself 
from  the  goodwill,  speaking  in  terms  of  dollars  and 
cents. 

"  In  brief,  the  money  that  is  spent  for  adver- 
tising at  the  start  of  a  new  business  should  be  put  in 
as  an  investment  by  the  persons  interested  in  the 
business  and  should  not  be  taken  out  of  profits.  Its 
exact  amount  depends  upon  conditions  in  the  indi- 
vidual business  which  must  be  carefully  studied 
not  only  as  they  affect  sales  conditions  but  in  their 
relationship  to  goodwill. 

"  With  this   discussion   in   mind   of   the   relation 
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between  advertising  outlay  and  its  possible  value 
in  the  creation  of  goodwill,  it  is  interesting  to  see  the 
great  variety  of  opinion  expressed  by  accountants 
as  to  the  soundest  methods  of  taking  care  of  adver- 
tising expenditures  on  the  books  of  a  '  going ' 
concern. 

"  At  one  extreme  we  have  concerns  which  contend  The 

that  since  advertising  results  cannot  be  separately  ^^^^^^f 
°  .  account- 

shown  on  the  books  the  only  safe  treatment  is  to  ants 

handle  all  advertising  outlay  as  if  it  were  a  dead 

loss. 

"  Again,  we  find  those  who  contend  that  an  adver- 
tised product  is  already  partly  sold,  and  that  therefore 
advertising  outlay  should  be  treated  as  selling 
expense. 

"  And  yet  again,  we  find  those  who  believe  that 
the  effects  of  advertising  are  mainly  on  the  value  of 
the  products  in  trade,  and  that  therefore  these 
expenses  belong  among  production  costs. 

"  And  still  others  believe  in  treating  these  outlays 
as  of  the  nature  of  an  investment." 

The  following  discussions  show  some  of  the  types 
of  opinion  in  this  matter. 

How  do  leading  concerns  actually  enter  adver- 
tising expenditure  on  their  books  ;  as  expense  or 
investment  ?  * 

A  correspondent  of  Printers''  Ink  writes  that  an  Aperti- 

answer  to  this  question  would  help  him  more  than  ^^"' 
^  ^  query 

many  reams  of  theory.     "  What  is  done  when  the 
*  Printers^  Inkf  New  York,  November  30,  1911,  p.  3. 
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expenditure  gets  into  the  hands  of  the  bookkeeper  ? 
What  ledger  does  he  open  ?  I  am  a  manufacturer, 
and  specific  information  will  help  me  in  appraising 
the  earnings  of  my  advertising  expenditure." 

Printers'  Ink  requested  the  views  of  some  of  the 
well-known  advertisers.  I  give  below  some  extracts 
from  the  replies  received. 

One  firm,  after  saying  that  in  the  actual  books 
the  advertising  was  shown  as  an  expense,  adds  : 
Expert-  "  As  a  matter  of  fact,  we  had  a  realizable  asset 
in  our  trade-mark  names,  brought  about  by  long 
continued  publicity,  but  it  does  not  seem  to  us  good 
business  to  carry  this  on  our  books  as  an  actual 
dollars  and  cents  asset." 

Mr.  W.  H.  Ingersoll,  of  the  firm  which  makes  the 
world-famous  "  Ingersoll "  watches,  after  saying 
that  advertising  was  customarily  shown  as  an  expense, 
adds  : 

"  We  do  not  do  this  because  we  believe  that 
advertising  ought  to  be  charged  entirely  to  expense, 
for  we  are  well  aware  that  our  factories  and  offices 
could  be  destroyed  by  fire  and  yet  the  biggest  asset 
of  our  business  would  remain,  namely,  the  goodwill, 
and  that  is  largely  due  to  the  advertising  which  we 
have  done  and  charged  as  an  expense. 

"  Our  method  is  due  no  doubt  to  the  custom 
of  some  time  ago,  and  probably  the  prevailing 
custom  now,  to  consider  advertising  only  an  expense. 
We  know  of  no  definite  way  of  determining  how  much 
of  it  should  be  charged  to  expense  and  how  much 


THE  CREATION  OF  GOODWILL        251 

as  an  asset,  and  we  are  aware  of  no  house  having 
solved  this  problem  satisfactorily,  but  it  is  something 
that  will  no  doubt  receive  the  attention  of  the  efficiency 
men  and  the  enlightened  accountants  in  the  early 
future." 

Another  well-known  firm  writes  :  "  To  a  some- 
what similar  question  that  was  put  to  us  some 
time  ago,  we  replied  that  we  considered  advertising 
partly  an  expense,  partly  an  investment." 

G.  H.  Page,  advertising  manager  of  the  W.  N.  Sound 
Lowney  Company,  of  Boston  [one  of  the  dominant  ^^*^ 
American  makers  of  chocolate  sweetmeats. — J.H.], 
contends  that  there  should  be  some  systematic 
attempt  to  educate  the  various  factors  in  the  dis- 
tribution system,  and  particularly  the  retailers, 
as  to  the  ways  in  which  advertising  outlay  is  paid 
for  by  a  reduction  in  other  expense  in  distribution. 
He  adds  : 

*'  That  we  should  be  willing  to  write  on  so  personal 
a  subject  may  surprise  some  advertisers  who  play 
the  game  as  secretly  as  possible.  We  believe  that 
it  will  only  do  good  if  our  competitors  begin  to 
advertise  on  account  of  our  experience.  Any  adver- 
tising will  be  welcomed  that  increases  the  consump- 
tion of  chocolate  products,  and  with  our  quality 
and  price  we  shall  more  than  get  our  share.  Mr. 
Lowney  always  says,  as  any  broad-gauge  man  who 
really  believes  in  advertising  would  say,  '  the  more 
the  merrier.'  " 

The  foregoing  remarks  of  Mr.   Page  illustrate   a 
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point  which  we  have  already  mentioned  in  this 
book,  i.e,  that  advertising  may  increase  the  total 
demand  for  a  specific  commodity,  but  almost  in- 
variably by  displacing  something  else,  just  as  ale 
displaced  mead,  taxis  displaced  hansoms,  and,  as 
Mr.  Hole  asserted  in  a  debate  at  the  Aldwych  Club, 
just  as  the  phenomenal  evening  attendance  at 
"  picture  shows  "  has  diminished  the  consumption 
of  beer 

Mr.  Page's  letter  is  a  long  and  interesting  one. 
After  the  remarks  I  have  already  quoted  he  writes 
further  on  in  his  communication  : 

"  We  must  adjust  ourselves,  for  the  present  anyway, 
to  the  prevailing  competitive  system  of  distribution 
wherein  the  fittest  survive.  One  characteristic  of 
fitness  is  the  ability  to  increase  the  sale  of  a  fit 
commodity  from  year  to  year  to  such  an  extent 
as  to  make  the  growing  profit  by  lessened  cost 
absorb  the  advertising  bills.  That  this  can  be 
done  and  is  being  done  in  not  a  few  instances  I 
am  sure. 

The  "  I  take  pleasure  in  amplifying  a  little  the  idea 

eternal  behind  our  trade  paper  advertising  carrying  the 
head-line,  '  Who  pays  for  our  advertising  ? '  A 
warning  or  confession  is  in  order,  however,  lest, 
you  be  misled  into  supposing  that  our  statements 
in  that  advertisement  are  based  on  elaborate  analyses 
of  costs  for  the  last  twenty  years.  This  is  not 
the  case.  However  much  this  admission  may  under^ 
mine  confidence  in  our  conclusions  in  your  mind. 
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we   ourselves   think   we   know   that   our   customers 

and  dealers  do  not  pay  for  our  advertising. 

*'  Some  years  ago  at  one  of  the  few  meetings  of 

ale|  the  lamented  I.A.A.  at  the  Waldorf  (New  York),  the 

writer   lifted   up   his   voice   to   protest   against  the 

dictum   that    the    consumer    always    pays    for    the 

advertising.     Jeers   and   incredulity   were   the   only 

answers  he  got,   but    since    then  there  has  been  a 

noticeable  change  amongst  writers  on  advertising, 

and  the  light  seems  to  be  breaking. 

"  Twenty  years  ago  Lowney's  chocolates  sold  for  Experi- 

sixty  cents  a  pound  in  sealed  packages,  and  were  ^^'^^ 

again 
not   advertised.     The   average   cost   of   labour   and 

materials  has  not  been  reduced  in  any  way  sufficient 
to  account  for  the  fact  that  there  is  still  a  little  profit 
in  spite  of  the  expense  of  advertising.  There  is 
but  one  obvious  conclusion.  Growth,  increase  of 
quick  capital,  and  ownership  of  all  means  of  production 
have  reduced  costs.  Those  blessings  are  the  results 
of  advertising  for  the  most  part.  Superintendence, 
clerk  hire,  and  accounting  cost  more  in  proportion 
for  a  small  output  than  for  a  large  one.  The  buyer 
with  his  own  capital  at  hand  can  buy  in  large  quan- 
tities and  on  better  terms  than  the  small  man. 

"  There  is  no  need  to  detail  the  many  ways  in 
which  savings  are  effected  by  the  growth  of  output 
stimulated  by  advertising.  One  that  will  appeal 
strongly  to  every  manufacturer  who  studies  this 
problem  is  the  fact  that  sustained  intelligent  adver- 
tising will  make  his  machinery  more  uniformly  busy. 
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Think  of  the  saving  in  costs  if  every  machine  can  be 
provided  with  orders  for  its  product  to  keep  it 
working  every  hour  of  the  day  year  in  and  year  out. 
This  is  the  ideal  situation  for  the  manufacturer, 
and  there  is  no  one  thing  that  comes  so  near  bringing 
about  this  happy  situation  as  advertising  does." 

Mr.  Page  proceeds  to  discuss  the  probable  cheapen- 
ing of  commodities  and  services  through  effective 
advertising,  and  remarks  : 
Some  "  To  give  you  something  to  think  of  let  me  ask 

"^  ries  whether  telephone  and  telegraph  service  would 
not  have  been  cheapened  sooner  if  they  had  adver- 
tised sooner  ?  How  about  the  advertising  of  fifty- 
word  night  letters  ?  Will  not  that  advertising 
by  keeping  an  idle  plant  busy  at  night  have  the 
effect  of  reducing  tolls  ultimately  ?  I  will  venture 
the  guess  that  the  consumers  of  Ivory  Soap  have 
paid  a  negligible  part  of  the  advertising  bills.  .  .  . 

"  But  it  is  not  my  duty  to  speak  for  any  but 
ourselves,  and  I  claim  that  we  can  truthfully  assure 
our  dealers  and  customers  that  the  advertising 
expense  does  not  come  out  of  them,  but  out  of  the 
savings  in  cost  owing  to  growth  produced  by  adver- 
tising. If  an  objector  asks,  '  Why  don't  you  reduce 
your  price  then  ?  '  he  is  entirely  beside  the  mark. 
We  cannot  reduce  the  'price  by  dropping  publicity 
without  having  to  increase  the  price  again  because 
of  increased  cost  arising  from  decreased  demand. 
A  [My  italics. — J.H.]      Finally  I  want   to   say  that  I 

am  not  confusing  the  cost  of  salesmanship  by  adver- 


THE  CREATION  OF  GOODWILL         255 

tising  with  the  cost  of  ordinary  salesmanship.  It  is 
true  that  advertising  reduces  the  cost  of  salesmanship, 
but  I  am  not  hiding  behind  the  fact.  I  claim  that 
in  our  business,  at  least,  the  record  of  all  costs,  and 
the  record  of  our  prices  will  convincingly  show 
that  our  advertising  bills  are  absorbed  in  the  saving 
in  cost  of  salesmen,  superintendence,  rent,  interest, 
and  use  of  our  plant,  and  in  cost  of  materials. 

"As  to  our  use  of  this  argument  in  trade  journals  The 
to  put  the  retailer  in  better  mood  to  buy,  I  have  no  ^^^«^*^^^ 
excuses   to   offer.     The   average   grocer   misses   the 
point   of  advertising.     He  thinks   that  the   money 
spent  in  advertising  might  better  be  his  in  the  form 
of  a  larger  profit  or  a  deal  so  dear  to  his  heart.     He 
does  not  realize  that  the  disorganized  competition 
of  his  form  of  business  would  not  permit  him  to 
enjoy  a  larger  profit  if  it  were  given  to  him,  at  least 
on   package  goods.     If   he   is   becoming   more   and 
more  a  mere  filler  of  baskets  he  has  his  fellow  grocers 
chiefly    to    thank    for    it.     No    manufacturer    can 
permanently  effect  distribution  through  the  grocer, 
but  must  make  his  appeal  direct  to  the  consumer. 
By  the  rigid  laws  of  trade  as  they  exist  under  present 
conditions  he  has  done  all  he  can  do  when  he  insures 
the  retailer  a  fair  profit  which  does  not  admit  of  much 
cutting  and  then  further  insures  a  steady  demand 
by  advertising  to  keep  his  goods  moving  and  maintain 
a  steady  profit  for  the  handling. 

"  To  the  salesmen  the  complaint  is  familiar  that 
the  cost  of  advertising  comes  out  of  the  retailer 
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and  the  consumer.  The  salesman,  of  course,  uses 
the  perfectly  valid  argument  that  there  is  a  saving  ^ 
of  time  and  in  the  end  a  greater  profit  in  selling 
goods  that  are  easy  to  sell  because  they  are  adver- 
tised, rather  than  in  wasting  time  by  trying  to  push 
the  unadvertised.  But  the  salesman  is  not  in  the 
position  to  say  with  the  authority  with  which  we  can 
say  it  that  the  cost  of  advertising  is  absorbed  in  the 
growth  of  the  business  and  does  not  come  out  of  the  grocer. 
Why,  then,  is  it  not  good  trade  advertising  to  try 
to  educate  the  retailer  out  of  a  mistaken  notion 
that  he  is  being  buncoed  ?  By  all  means  let  us  appeal 
to  the  retailer  in  the  most  effective  way  we  can  and 
let  us  join  hands  in  making  a  better  business  man  out 
of  him." 
Fact,  I  want  to  emphasize  the  fact  that  the  writer  of 

the  foregoing  very  pointed  observations  is  not  a 
mere  theorist  writing  of  abstract  principles,  but 
a  keen,  shrewd  business  man  setting  forth  very  con- 
crete facts  relating  to  the  successful  business  of  which 
he  is  himself  an  integral  part.  As  I  have  already  said, 
it  is  the  willingness  of  the  American  to  discuss 
vital  matters  relating  to  his  business  in  this  open 
way  which  accounts  for  the  superior  progress  made 
in  efficient  business  organization  in  that  country. 

It  can  be  taken  as  the  general  consensus  of  expert 
opinion  that  the  effect  of  good  advertising  combined 
with  good  goods  and  a  continuous  source  of  supply 
is  to  generate  and  to  develop  that  facility  of  selling 
which  results  from  spontaneous  purchase  and  recom- 
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mendation  by  a  growing  circle  of  regular  consumers. 
This  is  known  as  goodwill,  and,  as  such,  is  a  realizable 
asset.  As  all  goodwill  is  based  upon  a  known  product 
or  individuality  easily  recognizable  it  is,  in  short, 
the  accumulated  result  of  past  advertising  in  some 
form  or  other. 
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CHAPTER  XXII 
RESULTANT  SOCIAL  ECONOMICS 

*'  Warum  treibt  sich  das  Volk  so  und  schreit  ? 

Es  will  sich  ernahren, 
Kinder  zeugen,  und  die  n'dhren  so  gut  es  vermag. 

•  •••••• 

Weiter  bringt  es  kein  Mensch,  stell  er  sich  mie  er  ouch 
will"  Goethe. 

Alcorn-      pTpjHE  foregoing  pages  have  made   ample  allow- 

plex)  I        ance  for   the  deviations    from    the    general 

gueshon      JL.  ,       ,  ,  ,       ,  .      , 

rule  that  the  cost  of   advertismg   is    borne 

by  the  non-advertiser,  or,  in  a  broader  formula,  that 

the  success  of  effective  methods  is  won  at  the  expense 

of  ineffective  methods  tending  to  the  same  end,  for 

these  ineffective  methods  would  have  been  effective 

but  for  the  intervention  of  the  effective  methods.    The 

second  runner  in  the  Derby  would  have  been  the 

winner  had  there  not  been  one  swifter  horse  in  front 

of  him,  and  so  through  all  the  remaining  runners. 

Beneath  this   general   simplicity  of   presentation 

there  are  the  ramifications  already  alluded  to  in 

several  parts  of  this  book,  and  our  final  contention 

that  in  each  case  the  true  principle  and  practice  of 

advertising  bring  a  corresponding   recompense  for 

every  contributory  factor  in  its  upkeep. 

268 
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Some  confirmation  of  this  point  also  comes  from 
America.  I  have  been  particularly  interested  in  the 
American  view-point  of  this  question.  I  shall  again 
quote  from  Professor  Cherington's  book,  which  is 
once  more  of  much  service  to  me  : 

"  A  somewhat  broad  discussion  of  the  question  of  An 
payment   of   advertising   costs   is   that   written   by  ^J^-^T 
C.    L.    Grigg,    of   the    Norvell-Shapleigh   Hardware 
Company,   of  St.   Louis,   and  quoted  by  Professor 
Cherington.     It   is   a   question  whether  all   of  Mr. 
Grigg's  illustrations  are  well  drawn,  but  his  discussion 
is    extremely    suggestive.     Among    the    suggestions 
contained  in  it  none  is  more  important  than  the 
implication  which  he  makes  that  part  of  the  cost  of 
advertising  appeal  is  taken  care  of  by  the  social 
advantage  inhering  in  new  wants  and  consequent 
social  economy  thereby  effected.    He  shows  that  the 
really  important  question  in  regard  to  advertising 
is  not,  '  Who   finally  pays   the  $600,000,000    spent 
in  advertising  ?  '  but  '  What  is  the  economic  effect 
upon  the  community  of  all  of  these  appeals  designed 
to  stimulate  wants  and  to  demonstrate  the  shortest 
cut  to  reliable  supply  ?  '    Mr.  Grigg  says  : 
"  '  Who  pays  for  advertising  ?  ' 
"  Let  this  question  read,  '  Who  pays  for  creative 
advertising  ?  '  and  the  answer  is  simple.     All  who 
benefit   by   creative   advertising   pay  for   it.     [Our 
*  corresponding  recompense ' — J.H.]  While  the  benefit 
may  be  direct  to  the  individual  consumer  in  the  way 
of  quality,  style,  service,  and  the  resulting  satisfaction 
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derived  from  the  article  advertised  society  at  large 
benefits  by  the  improved  social  conditions.  The 
safety  razor  advertising  has  made  us  a  nation  of 
clean  faces  ;  of  daily  shaving.  Society  as  a  whole 
has  benefited.  [Rather  at  the  expense  of  the  old- 
style  razor  and  the  barber. — J.H.]  A  clean-shaven 
man  becomes  a  better  man — a  better  man  to  see  at 
least,  and  is  usually  more  likeable.  Creative  advertis- 
ing made  a  market  for  safety  razors.  The  advertising 
of  safety  razors  should  not  be  charged  to  the  razors 
nor  to  the  individual,  but  to  social  uplift, 
Adver-  "  The  demand  for  clean  faces  has  been  latent  in  the 

'***!*^  ^    public  for  years.    The  cost  in  money,  time,  and  trouble 
prophet     of   visiting   the   barber   daily   prevented   the   early 
realization. 

"  Advertising  made  the  market,  and  by  educating 
society  to  the  safe,  pleasant,  and  economical  shaving 
process  made  the  safety  razor. 

"  Advertising  not  only  awakened  the  latent  desire» 
but  so  cheapened  the  process  as  to  make  the  one-time 
luxury  a  common  necessity. 

"  Creative  advertising  is  telling  the  public  of  a 
thing  good  for  society  as  a  whole.  .  .  . 

"  The  high  cost  of  living  is  the  result  of  businesslike 
readjustment  of  distribution.  For  years  the  rule 
was  to  make  luxuries  bear  the  cost  of  distributing 
necessities.  As  luxuries  grew  into  necessities,  the 
price  was  lowered  by  competition,  and  other  luxuries 
were  expected  to  provide  the  net  profit. 

"  Advertising  has  converted  so  many  of  the  former 
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luxuries  into  necessities  that  the  readjustment 
of  distributing  cost  becomes  necessary.  Business 
resolved  to  make  everything  carry  its  own  cost,  and 
in  the  readjustment  staples  were  put  on  their  cost, 
resulting  in  high  prices  on  the  unadvertised  staples. 

*'  Of  all  the  articles  that  have  been  advanced  in  An 
price  advertised  articles  show  the  least  advantage,  ^r?*^' 
while  the  unadvertised  staples  show  the  greatest 
advantage.  That  creative  advertising  does  not  cost 
society  a  penny  is  conclusively  proven  by  this  one 
fact.  Last  spring  the  packers  took  a  four  million 
dollar  loss  on  eggs.  Had  they  organized  and  spent 
one  million  dollars  in  making  a  market,  in  telling 
the  public  that  eggs  at  the  price  were  yet  the  most 
economical  food,  telling  them  how  to  use  eggs  in 
new  ways  and  educating  the  public,  they  would  have 
saved  three  million  dollars,  and  at  the  same  time 
have  established  a  staple  market 

"  The  result  of  that  break  in  prices  has  been  a 
general  demoralization  of  all  factors  identified  with 
the  production  and  distribution  of  eggs.  Instead 
of  four  million  dollars  loss,  several  times  four  million 
dollars  have  been  lost  this  season  by  the  men  who  own 
the  chickens.  A  million- dollar  campaign  would  have 
made  a  market  not  only  for  the  stored  goods  but  for 
all  that  have  followed." 

I  assert  that  Mr.  Grigg's  point  is  a  true  one,  and  T?ie 
that  he  is  equally  in  the  centre  of  the  bull's-eye  when  ^^^ 
he  says  that  false  and  misleading  competitive  adver- 
tising is  social  wastage.     I  should  be  the  last  to  deny 
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this  assertion,  but  I  have  already  taken  pains  to  show 
that  the  growing  and  enduring  power  of  all  advertising 
depends  upon  its  being  the  most  economical  herald 
to  spread  the  news  of  the  existence  and  qualities  and 
source  of  supply  of  a  commodity  or  a  service  which 
is  itself  capable  of  retaining  the  custom  of  the  con- 
sumer. Even  a  navvy  with  a  megaphone  can  spread 
good  news  to  a  wider  circle  than  a  lisping  clerk  without 
one. 
Some  It  is  not  without  much  relevance  to  my  point  that 

obmous     IqctqI  enactments  decree  that  certain  vital  information 

social  ^ 

services     shall  be  made  known  to  the  public  for  the  benefit  of 

the  'public  by  advertising.  An  improvement  in  the 
postal,  telegraphic,  or  other  public  services  must  be 
made  public  by  advertising,  and  the  complaint  from 
all  classes  is  not  that  the  public  money  is  wasted  by 
such  advertising,  but  rather  that  the  advertising  is 
ridiculously  and  totally  inadequate.  An  unadvertised 
alteration  in  the  requirements  of  Colonial  Govern- 
ments in  regard  to  the  form  of  compilation  of  "  Con- 
sular Invoices  "  has  alone,  to  my  knowledge,  caused 
far  more  trouble,  annoyance,  and  expense  to  manu- 
facturers, shippers,  and  importers  than  I  could  easily 
recount  here.  In  order  to  protect  traders  the  law 
requires  notilfications  of  insolvency  to  be  advertised 
in  the  special  organ  for  the  purpose,  and  a  "  Public 
Apology  "  is  only  satisfactory  when  issued  as  an 
advertisement.  When  a  Royal  Proclamation  is 
issued  its  expense  is  a  minute  item  compared  with 
the  loss  which  would  be  incurred  in  a  thousand  cases 
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by  ignorance  of  its  contents.  It  is  good  to  adver- 
tise in  advance  that  the  "  water  supply  will  be  cut 

off  between  the  hours  of and ,"  or  to  notify 

by  advertising  that  a  certain  road  "  will  be  closed 
for  traffic,"  thus  obviating  an  enormous  loss  of  time 
and  trouble.  *'  This  bridge  will  not  carry  more  than 
10  tons  "  is  a  form  of  simple  advertisement  which 
alone  has  prevented  many  an  awful  catastrophe.  In 
every  case  the  cost  is  outweighed  by  the  correspond- 
ing benefit  (even  if  only  in  a  negative  sense)  and  the 
resultant  social  economy. 

Then  again  there  is  the  vital  function  of  advertising  The 
in  the  preliminary  publicity  often  necessary  to  secure  ^^^  ^^ 
the  capital  and  support  for  the  flotation  of  a  new  rnethods 
enterprise,  the  opening  up  of  waste  territory,  or  the 
issue  of  a  new  loan.     Will  not  many  opponents  of 
advertising  admit  that  the  free  and  open  publicity 
now  adopted  by  Governments  and  local  authorities 
is  far  better  for  the  public  weal  than  was  the  case 
in  the  old  days  when  a  great  country  would  stand 
on  the  doorstep  of  a  wealthy  banker  ?    The  develop- 
ment of  this  beneficial  phase  of  advertising  is  worthy 
of  the  study  of  many  of  its  critics. 

A   curious   differentiation   between  the   power  of  Apara-^ 

advertising  and  its  abuse  is  given  in  the  case  of  the  ^^col 

proof 
advertising  issued  officially  by  the  Stock  Exchange. 

The  paradoxical  object  of  this  advertising  is  to  assert 

that  members  of  the  Stock  Exchange  do  not  advertise  ; 

in  other  words,  the  Stock  Exchange  advertises  itself 

collectively  by  announcing  that  its  members  cannot 
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advertise  individually.  It  is  possible,  therefore,  to 
use  the  beneficent  power  of  advertising  to  counteract 
its  own  abuses.  A  recognition  of  this  distinction 
pervades  every  Hne  in  this  book.  When  Mr.  Hole 
and  myself  announce  our  belief  in  the  good  of  advertis- 
ing we  do  it  always  with  the  same  implied  reserva- 
tions as  an  intelligent  man  has  with  his  belief  in 
the  good  of  religion,  for,  just  as  the  latter  would  not 
infer  that  he  believes  in  the  good  of  the  human 
sacrifices  which  form  part  of  some  religions,  so  do 
we  exclude  the  distortions  and  debasements  of 
advertising  from  our  conception  of  the  term. 

And  I  would  here  remark  that  the  forms  of  advertis- 
ing adduced  in  this  chapter  cannot  be  paid  for  by 
the  consumer,  because,  as  Betsy  Prig  said  to  Sairey 
Gamp  of  Mrs.  Harris,  "  there  ain't  no  sich  person." 
The  whole  effect  is  to  secure  the  avoidance  of  social 
waste,  and  in  this  way  advertising  proves  itself  to 
be  as  valuable  to  the  community  as  the  police  force, 
the  fire  brigade — or  even  the  political  economists. 
The  And  so,  I  contend,  in  a  rising  scale,  the  value  and 

power  service  of  good  advertising  permeates  the  whole  social 
consumer  fabric,  being,  as  in  the  case  of  informative  or  creative 
advertising,  the  introduction  to  humanity  of  those 
improvements  which  the  ages  have  evolved,  or,  in 
the  case  of  competitive  advertising,  the  open  arena 
or  bloodless  battlefield  in  which  the  fight  for  supremacy 
with  the  weapons  of  merit  is  waged  before  the  eyes 
of  all  men,  with  the  consumer  in  the  dual  role  of 
fair  lady  and  final  arbiter,  and  with  a  daily  approach 
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to  the  substitution  of  a  reasonable,  comprehensible, 
and  economical  commercial  organization  in  place  of 
the  secrecy  and  chaos  which  were  the  bane  of  earlier 
times,  and  which  baffled  the  comprehension  of  any 
class  except  the  Jews,  the  Lombards,  and  the  monopo- 
list favourites  of  an  unscrupulous  or  infatuated 
monarch. 

By  the  measure  in  which  the  contentions  of  this 
book  have  interested  or  failed  to  interest  you,  so  you 
have  the  measure  of  our  justification  or  apology  for 
it.  I  can  pen  these  concluding  lines  with  a  placid 
mind,  knowing  the  strongly  conscientious  spirit  in 
which  Mr.  Hole  and  myself  have  undertaken  and 
completed  our  task.  Just  as  I  commenced  by  quoting 
the  words  of  King  George  V,  so  will  I  conclude  that 
it  is  largely  by  recognition  of  the  equal  truth  of  the 
urgency  of  his  Majesty's  call,  "  Wake  up  England," 
that  we  have  striven  to  clear  away  the  fallacious 
ideas  which  serve  to  obscure  the  great  power  of 
advertising  in  national  and  international  trade. 

My  collaborator  and  I  boldly  challenge  the  fullest  What  we 
debate  upon  the  points  we  have  raised  in  the  course  ^^^^^^ 
of  this  volume.  To  the  unprogressive  manufacturer 
who  sits  tight  with  an  exaggerated  idea  of  his  own 
importance,  blindly  believing  that  merely  because 
he  exists  every  possible  client  must  ipso  facto  know 
of  his  existence,  I  declare  that  his  position  is  far  less 
secure  than  was  that  of  Damocles.  To  that  man,  also, 
I  declare  that  his  biassed  and  prejudiced  refusal  to 
consider  the  economic  possibilities  of  the  application 
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of  judicious  advertising  to  his  business  problems 
may  mean  that  he  is  simply  declining  to  take  those 
elementary  precautions  which  alone  can  safeguard 
him  from  the  economic  typhoon  which  may  sweep 
in  the  wake  of  the  advent  of  an  efficient  competitor 
with  the  right  goods  and  the  right  appreciation  ol 
the  tremendous  potentialities  concealed  behind  that 
much  maligned  and  misunderstood  human,  social, 
and  economic  force,  "  Efficient  Advertising." 


! 
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AFTERWORD 

Literature  exists  by  virtue  of  the  interest  which  the 
public  has  in  it,  and  advertising  by  the  interest  which 
it  has  in  the  public,  but  both  can  only  live  by  virtue 
of  their  intrinsic  value, 

I  SHOULD  like  to  add  a  few  remarks  to  the 
foregoing  chapters.  In  the  first  place,  I 
would  like  to  say  that  the  whole  of  my 
contribution  to  this  book  was  written  in  less  than 
four  days,  during  which  time  I  also  sent  out  the 
inquiries  to  the  advertisers  whose  contributions 
appear  in  chap.  xii.  Since  then  I  have  made 
no  additions  whatever,  and  although  several  perusals 
of  the  proofs  have  shown  me  various  ways  in  which 
I  could  have  presented  my  contentions  perhaps  more 
effectively,  I  have  not  seen  reason  to  change  my  view- 
point in  a  single  respect  and  so  I  do  not  plead  rapid 
composition  as  an  extenuation  of  any  possible 
defective  reasoning. 

There  are,  however,  two  matters  which  have 
subsequently  appeared  to  be  worthy  of  inclusion  as 
contributory  proofs  of  my  contentions. 

In  the  first  case,  since  I  laid  aside  my  pen,  we  have 
seen  a  remarkable  illustration  of  the  efficiency  and 
social  service  of  advertising  in  the  invaluable  work 
which  has  been  accomplished  by  Mr.  C.  Arthur 
Pearson   on   behalf   of  the   blind.     Before  he  took 
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up  the  work,  animated  by  the  modern  conception  of 
efficient  advertising,  there  had  been  the  usual  slow 
and  intermittent  efforts  to  arouse  the  interest  of  the 
public  in  the  good  work  of  providing  literature  for 
the  blind.  The  advent  of  Mr.  Pearson  was  almost 
immediately  signalized  by  a  leap  in  the  efficiency  "^ 
of  the  movement  which  cannot  have  escaped  the 
notice  or  pockets  of  any  of  my  readers  and  this,  I 
contend,  is  an  outstanding  case  of  the  force  and 
beneficence  of  advertising  as  I  understand  it. 

The  other  point  has  relation  to  the  diagrams' 
shown  on  pages  143-145  of  this  book.  When  attempt-' 
ing  to  present  the  relation  of  income  to  expenditure 
in  a  single  diagram  I  found  much  difficulty  owing 
to  the  relative  sudden  steep  rises  in  the  line  of  in- 
come. I  sought  to  obviate  this  by  using  three 
separate  diagrams,  but  even  after  this  I  found  it 
impossible  to  complete  the  third  diagram  because 
of  the  perplexing  tendency  of  the  line  to  become 
practically  perpendicular  at  the  end. 

I  have  since  given  fresh  attention  to  this  matter, 
and  have  at  last  produced  a  curve  showing  the 
relative  distribution  of  the  national  income  among 
the  45,000,000  who  form  this  nation.  The  striking 
feature  about  this  curve  is  the  manner  in  which 
the  two  halves  of  the  national  income  form  the  two 
sides  of  an  angle  (I  can  hardly  call  it  a  diagram)  with 
a  bulge  at  the  corner  which  represents  the  middle 
classes.  If  one-eighth  of  the  national  income 
is  thus  allotted  to  the  middle  classes  at  the  corner, 
it  will  be  seen  that  one   half  is    allotted    to   the 
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Line  showing  the  distribution  of  the 
National  Income  of  £1,844,000,000  per 
annum  among  a  population  of  45,000,000. 

It  will  be  seen  that  the  average  income 
does  not  exceed  £50  per  annum  per  family 
for  about  20,000,000,  of  the  population, 
while  the  £160  level  is  not  reached  by 
39,000,000. 

The  total  income  divides  itself  into  two 
almost  equal  portions,  for  the  wealthy 
and  poor,  while  the  middle  classes  are 
represented  by  a  bulge  at  the  corner. 
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89,000,000  of  the  poorer  classes  and  the  remaining 
three-eighths  to  a  class  of  considerably  less  than 
1,000,000,  while  about  one-twelfth  of  the  total 
(£145,000,000)  is  taken  by  about  57,500  persons, 
or  about  one  eight-hundredth  part  of  the  total  popu- 
lation. The  chief  lesson  of  these  figures  will  be  to 
those  advertising  men  who  are  so  fond  of  attaching 
the  chief  value  to  the  size  instead  of  the  quality 
of  a  circulation  without  due  reference  to  the  nature 
of  the  advertisement.  It  is  the  same  in  regard  to 
circulation  as  King  Agis  said  of  the  enemy,  "It  is 
not  the  number  but  the  whereabouts  which  is  im- 
portant." As  I  have  shown,  however,  that  from 
90  to  99  per  cent,  of  all  advertising  is  directed  to  the 
general  public  (chiefly  the  39  millions)  it  will  be 
seen  that  certain  general  media  for  certain  general 
advertisements  have  a  strong  position  both  in  number 
and  whereabouts. 

Just  as  we  go  finally  to  press  my  eye  falls  on 
the  following  apposite  passage  in  an  article  by  Dr. 
Max  Nordau  in  the  first  April  issue  of  "La  Revue," 
at  this  moment  arrived  from  Paris.  It  is  an  epitome 
of  my  own  contentions. 

"  La  debacle  des  entreprises  theatrales  dans  les 
grandes  villes  devient  de  plus  en  plus  frequente. 
Les  directeurs  de  sc^ne  sont  soucieux,  et  ils  se  plaignent 
am^rement  de  la  concurrence  des  cinemas  ou  se  presse 
en  foule  un  public  qui  s'eloigne  d'eux.  Le  cinema 
est  un  nouveau  trait  dans  la  civilisation  presente. 
II  cr^e  des  habitudes  et  des  besoins  que  la  generation 
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precedente  n'a  pas  connus.  II  elargit  d'une  fa9on 
surpenante  rhorizon  des  spectateurs.  II  repr^- 
sente  le  developpement  jusqu'au  fabuleux,  du  journal 
par  rapport  auquel  il  est  ce  qu'est  le  train  de  luxe 
avec  wagon-salon,  wagon-lit  et  wagon-restaurant 
par  rapport  a  la  chaise  de  poste  des  si^cles  6va- 
nouis." 

E.  S.  HOLE. 

16  Grosvenor  Road, 
Westminster,  S.W. 
ApnlS,  1914. 

Any  reader  of  this  book  who  desires  to  test  the 
claims  made  by  us  of  purity  in  publicity  can 
make  a  close  study  of  current  thought  in  the  world 
of  advertising  by  reading  the  following  periodicals  : 

"  Advertising  World  "  Printers'  Ink  " 

Sardinia  House,  Donington  House, 
Sardinia  Street,  Norfolk  Street, 

London  W.C.  London,  W.C. 

Is.  Monthly,  6d.  monthly, 

10s.  per  annum.  7s.  6d.  per  annum. 

*'  Advertisers'  Weekly  " 

34  Norfolk  Street, 

London  W.C. 

2d.  Weekly, 

9s.  per  annum. 
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